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PREFACE 


In  Octob^  of  1990,  a  Rural  Health  Policy  Conference  was  held  in  Billings,  Montana. 
This  was  the  fourth  in  a  series  of  conferences  organized  by  the  Kellogg  Public  Policy 
Program  at  the  University  of  Minnesota  and  held  in  North  Dakota,  South  Dakota, 
Minnesota,  and  Montana  during  the  summer  and  fall  of  1990. 

The  Kellogg  Public  Policy  Program  proposed  four  areas  for  major  consideration  as 
a  core  for  the  conferences:  (1)  the  changing  roles  of  federal,  state,  and  local  governments 
in  the  area  of  rural  health  care  delivery,  (2)  local  responses  to  these  changes,  (3)  the 
economics  of  rural  health  care  delivery,  and  (4)  the  social  and  ethical  costs  of  providing  good 
access  to  health  care  in  rural  areas.  One  of  the  intended  outcomes  of  the  conferences  was 
to  facilitate  progressive  thought  and  action  in  each  state  by  policymakers  to  address  the 
needs  of  rural  health  care. 

The  Montana  Rural  Health  Policy  Conference  was  co-sponsored  by  the  Local 
Government  Center  at  Montana  State  University,  the  Montana  Area  Health  Education 
Center,  the  Montana  Hospital  Association,  the  Montana  Medical  Association,  the  Office  of 
the  Governor,  the  Montana  Department  of  Health  and  Environmental  Sciences,  the 
Montana  Council  of  Mental  Health  Centers,  and  the  Kellogg  Public  Policy  Program  at  the 
University  of  Minnesota.  The  planning  committee  for  the  conference  in  Montana  included 
representatives  from  each  of  the  co-sponsoring  organizations. 

Financial  support  for  the  conference  was  provided  by  the  Northwest  Area 
Foundation,  Kellogg  Public  Policy  Program,  Montana  State  University  Local  Government 
Center,  and  Montana  Area  Health  Education  Center. 

The  presentations  given  by  the  major  speakers  and  the  recommendations  of  the 
discussion  groups  at  the  Montana  Rural  HeaUh  Policy  Conference  are  included  in  these 
proceedings.  The  planning  committee  extends  thanks  to  those  who  attended  the  conference 
as  speakers,  discussants,  and  participants.  Montana  is  indebted  to  the  Northwest  Area 
Foundation  and  the  Kellogg  Foundation  for  making  this  conference  possible  through  grants 
to  sponsoring  institutions  and  for  their  on-going  commitment  to  meeting  the  needs  of  citizens 
in  the  rural  Northwestern  states. 


Jane  Stevenson 

Director  of  Public  Policy  Program 

Department  of  Agricultural  and  Applied 

Economics 
University  of  Minnesota 
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INTRODUCTION 
Frank  Newman,  PhD* 

This  introduction  to  the  "Proceedings  of  the  Montana  Rural  Health  Policy 
Conference"  is  included  to  (1)  present  an  overview  of  legislation  and  activities  in  Montana 
and  other  states,  (2)  illustrate  the  national  importance  of  rural  health  care  issues,  and  (3) 
summarize  the  demographics  and  special  problems  faced  by  Montana  in  addressing  health 
care. 

State  Initiatives  to  Improve  Rural  Health  Care 

The  National  Governors'  Association  and  the  federal  Office  of  Rural  Health  Policy 
have  published  a  report  entitled  "State  Initiatives  to  Improve  Rural  Health  Care."  Interest 
in  rural  health  issues  by  Governors  has  been  stimulated  by  an  increasing  awareness  of  the 
economic  condition  of  rural  hospitals  and  the  shortages  of  health  providers  to  serve  in  rural 
communities.  In  1987  the  federal  goverrmient  responded  to  the  need  for  a  coordinating 
agency  to  address  rural  health  care  by  creating  the  Office  of  Rural  Health  Policy.  Many 
states  have  initiated  new  programs  and  passed  legislation  in  response  to  the  need  for 
mechanisms  to  improve  access  to  health  care  in  rural  communities.  The  report  lists  and 
discussed  some  of  the  programs  which  have  been  started  and  developed  in  a  number  of 
states. 

A  1990  survey  conducted  in  each  state  by  the  National  Governors'  Association 


'Director,  Montana  Area  Health  Education  Center,  Montana  State  University,  Bozeman,  Montana. 
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identified  more  than  100  programs  in  more  than  thirty  states  which  are  intended  to  improve 
access  to  heahh  care  in  rural  areas.   The  focus  of  these  programs  is  as  follows: 

o  Maintaining  existing  health  care  facilities 

o  Recruiting  and  retaining  health  care  professionals 

o  Increasing  access  to  obstetrical  care 

o  Improving  the  availability  of  emergency  medical  services 

o  Increasing  services  for  the  medically  indigent 

o  Establishing  substance  abuse  treatment  programs 

o  Enhancing  activity  coordination 

o  Providing  financial  and  technical  assistance 

o  Improving  environmental  and  occupational  health  and  safety  awareness 

The  survey  identified  the  existence  of  state  task  forces  on  rural  health,  state 
commissions  on  rural  health,  and  state  offices  of  rural  health. 

The  response  of  the  federal  government  to  rural  health  issues  has  resulted  in  a 
number  of  new  programs  which  should  favorably  impact  most  states.  A  few  of  these  are 
listed  below: 

o  Creation  of  the  Office  of  Rural  Health  Policy 

o  Legislation  to  encourage  development  of  State  Offices  of  Rural  Health 

o  Appointment  of  a  National  Advisory  Committee  on  Rural  Health 

o  Development  of  the  Essential  Access  Community  Hospital  (EACH)  Program 

o  Development  of  facilities  designated  as  a  Rural  Primary  Care  Hospital 

(RPCH) 

o  Development  of  the  National  Health  Service  Corps 


o  Providing  support  to  rural  hospitals  under  the  Rural  Health  Transition  Grant 

Program 

o  Increasing  Medicare  reimbursement  for  rural  hospitals 

o  Establishment  of  the  Senate  Rural  Health  Caucus 

o  Establishment  of  the  House  Rural  Health  Care  Coahtion 

At  least  twelve  states  have  established  commissions  or  task  forces  to  provide 

statewide  guidance  on  rural  health  policy.    These  include  (1)  Alabama,  (2)  Alaska,  (3) 

Arkansas,  (4)  Georgia,  (5)  Illinois,  (6)  Iowa,  (7)  Kansas,  (8)  Minnesota,  (9)  Nebraska,  (10) 

South  Carolina,  (1)  Texas,  and  (12)  Washington. 

Twenty-two  states  have  established  Offices  of  Rural  Health.  Some  of  these  Offices 

of  Rural  Health  are  not  officially  designated  or  recognized  by  state  government.   Many  of 

the  rural  health  offices  have  been  developed  in  recent  years  in  response  to  the  need  for 

strengthening  rural  health  care  delivery  systems.  The  report  on  State  Initiatives  to  Improve 

Rural  Health  Care  lists  and  gives  a  profile  on  the  Offices  of  Rural  Health  in  the  following 

states:   (1)  Alabama,  (2)  Arizona,  (3)  Arkansas,  (4)  California,  (5)  Georgia,  (6)  Idaho,  (7) 

Illinois,  (8)  Iowa,  (9)  Kansas,  (10)  Mississippi,  (11)   Montana,  (1)  Nebraska,  (13)  Nevada, 

(14)  New  Mexico,  (15)  North  Carolina,  (16)  North  Dakota,  (17)  Oregon,  (18)  South  Dakota, 

(19)  Texas,  (20)  Vermont,  (21)  Washington,  and  (22)  Wisconsin. 

The  initiatives  of  the  National  Governors'  Association  and  the  federal  Office  of  Rural 

Health  Pohcy  have  provided  increased  attention  to  the  problem  of  access  to  quality  health 

care  in  rural  areas.  In  Montana,  Governor  Stephens  has  developed  a  five-step  proposal  to 

address  the  issues  of  access  to  health  care.    The  proposal  provides  for  programs  to:    (1) 

expand  private  health  coverage  for  working  people,  (2)  expand  health  care  coverage  for 
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children,  (3)  expand  availability  of  physicians  and  other  medical  services  in  rural  areas 
through  legislation  and  executive  action,  (4)  improve  access  to  long-term  care,  and  (5) 
develop  a  long-term  commitment  to  continuation  of  the  process  of  providing  access  to 
quality  health  care  in  Montana. 

Montana  Overview 

Montana  is  the  fourth  largest  state  in  the  United  States  with  a  land  mass  of  147,046 
square  miles.  Nearly  two-thirds  of  the  land  mass  is  composed  of  farms  and  ranches.  The 
western  one-third  of  Montana  is  mountainous,  stretching  diagonally  from  Glacier  National 
Park  on  the  Canadian  border  to  the  Wyoming  border  near  Yellowstone  National  Park.  The 
eastern  two-thirds  of  the  state  is  usually  characterized  as  the  Great  Plains  of  Montana. 

The  state  is  divided  into  56  counties  ranging  in  area  from  5,529  square  miles  to  719 
square  miles  and  in  population  from  120,000  to  less  than  600.  The  estimated  population  of 
Montana  in  1990  is  slightly  less  than  800,000.  The  population  of  the  state  has  declined  over 
the  past  five  years  and  some  indicators  point  to  a  continued  net  "out-migration"  over  the 
next  few  years.  Montana  ranks  44th  among  the  50  states  in  population.  The  declining 
population  in  Montana  is  largely  an  economic  issue.  Lack  of  jobs  to  support  the  young 
people  graduating  from  high  school  and  college  means  that  these  citizens,  along  with  other 
population  groups,  must  leave  the  state  to  find  employment.  The  trend  appears  to  be  a 
gradual  shift  toward  an  older  population.  This  is  particularly  true  in  the  rural  and  frontier 
counties.  Over  16  percent  of  Montanans  are  over  60  years  old.  Twenty-four  of  the  rural 
and  frontier  counties  have  older  populations  exceeding  20  percent.     Only  the  Native 
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American  population  continues  to  grow  in  numbers  and  as  a  percentage  of  the  total  in 
Montana. 

Montana  is  characterized  as  both  rural  and  frontier.  The  population  density  of  the 
state  is  less  than  5.5  per  square  mile.  Forty-six  of  the  56  counties  are  "frontier".  The  state 
ranks  48th  among  all  states  in  population  density,  with  only  Wyoming  and  Alaska  having 
lesser  population  densities.  Fifty-four  of  the  56  counties  are  nonmetropolitan.  That  is,  only 
two  counties  have  urban  concentrations  of  greater  than  50,000.  There  are  seven  population 
centers  in  Montana  ranging  in  size  from  81,000  (Billings)  to  12,000  (Kalispell).  The  total 
population  living  in  these  seven  cities  is  estimated  to  be  260,000.  The  remaining  residents 
(540,000)  are  widely  dispersed  in  471  smaller  communities  (139  incorporated)  and  on  farms 
and  ranches.  National  statistics  indicate  that  75.6  percent  of  the  Montana  population  is 
rural;  ranking  third  among  all  states.  Only  Idaho  (80.7)  and  Vermont  (76.9)  have  greater 
percentages  of  residents  living  in  rural  areas. 

Montana  is  largely  an  agricultural  state.  The  primary  sources  of  revenue  are  cereal 
crops,  livestock,  mining,  forest  products,  and  tourism.  The  annual  state  budget  is 
approximately  1.3  billion  dollars.  Montana  ranks  forty-first  among  the  50  states  in  per  capita 
income. 

The  special  health  care  delivery  problems  of  Montana  include  the  fact  that  Montana 
is  one  of  the  few  states  without  a  medical  school.  In  addition,  Montana  does  not  have  a 
freestanding  residency  (postgraduate  medical  education)  program.  The  reason  for  the 
absence  of  a  medical  school  in  Montana  is  both  historical  and  economic. 
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Montana  has  a  significant  physician  shortage  in  rural  counties  and  rural  communities. 
Of  the  estimated  1,244  physicians  practicing  in  the  state,  1,047  (84  percent)  are  practicing 
in  one  of  the  seven  larger  cities.  There  are  8  counties  in  Montana  with  no  physicians.  Rural 
counties,  communities,  hospitals,  and  clinics  are  dependent  on  the  availability  of  physicians 
to  provide  an  appropriate  level  of  access  to  health  care  for  residents  in  these  areas.  In 
addition,  the  rural  physician  and  the  rural  hospital  are  key  factors  in  the  economic  vitality 
of  small  communities.  The  inability  to  recruit  and  retain  physicians  can  have  a  major  impact 
on  the  maintenance  of  local  health  care  delivery  systems. 

Montana  has  30  counties  which  have  all  or  part  of  the  county  designated  as  a  Health 
Manpower  Shortage  Area.  Twenty-eight  of  these  counties  are  "frontier".  The  Montana 
Department  of  Health  and  the  Montana  Area  Health  Education  Center  have  had  a  number 
of  requests  from  physicians,  county  commissioners,  and  others  to  have  their  counties 
designated,  or  redesignated,  due  to  difficulties  in  recruiting  physicians. 

Lack  of  other  health  providers  (nurses,  physician  assistants,  nurse  practitioners, 
physical  therapists,  occupational  therapists,  medical  technologists)  in  Montana  tends  to 
follow  the  patterns  of  the  physician  shortages. 

One  of  the  major  issues  facing  Montana  is  the  survival  of  rural  hospitals.  During  the 
past  five  years  four  rural  hospitals  in  Montana  have  closed  (Ekalaka,  Jordan,  St.  Ignatius, 
Circle).  Many  of  the  rural  hospitals  are  facing  severe  economic  problems.  Montana,  in 
seeking  solutions  to  the  problems  of  hospital  survival  and  access  to  health  care  for  rural 
citizens,  passed  legislation  in  1987  which  created  the  Medical  Assistance  Facility  (MAP). 
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This  innovative  legislation  has  led  to  the  establishment  of  the  MAF  as  a  national  model  for 
down-sized  health  care  facilities. 

In  summary,  the  problems  of  rural  health  care  in  the  United  States  and  in  Montana 
have  been  outlined  and  discussed  by  the  speakers  invited  to  give  presentations  at  the 
Montana  Rural  Health  Policy  Conference.  Participants  at  the  conference  have  indicated  a 
number  of  priorities  which  should  be  considered  by  policymakers  as  means  of  developing 
long-term  solutions  to  the  needs  of  rural  health  in  Montana. 
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HEALTH  CARE  FOR  MONTANANS: 
WORKING  TOGETHER  TO  ADDRESS  THE  UNCOMPENSATED 

JULIA  ROBINSON' 


Good  morning.  It  is  a  pleasure  for  me  to  welcome  you  on  behalf  of  Governor 
Stephens  to  "Anatomy  of  a  Crisis:  A  Seminar  on  Rural  Health  Care  Policy".  I  think  the 
conference  title  is  a  good  one  because  when  we  are  talking  about  health  care  in  this  country, 
we  are  talking  about  a  system  in  crisis. 

It  reminds  me  of  a  story  about  five  men  who  were  flying  on  an  airplane  across 
Montana  and  all  of  a  sudden  the  pilot  looks  back  and  says,  "I've  got  bad  news  for  you  guys, 
the  plane  is  going  down  and  you  are  on  your  own.  I'm  bailing  out  right  now.  The  second 
thing  you  need  to  know  is  that  while  there  are  five  of  you,  there  are  only  four  parachutes. 
You  have  to  figure  out  how  you  are  going  to  handle  the  parachute  business".  And  so  the 
pilot  jumped  out.  Now  the  first  guy  grabs  a  parachute  and  he  says,  "Well,  I  am  an  elected 
official--a  senator-and  I  am  real  important  to  the  state  of  Montana.  I  have  to  live  so  I  am 
going."  He  jumps  out.  The  second  guy  grabs  a  parachute  and  says,  "You  know,  I  am  a 
television  evangelist  from  California  and  God  wants  me  to  live,  so  I  am  going."  He  jumps 
out.  The  third  guy  stands  up  and  he  says,  "I  am  going  because  I  am  the  smartest  man  in  the 
world  and  I  need  to  be  saved."  He  jumps  out  and  that  leaves  only  two  more  men.  They  sit 
there  and  one  is  kind  of  a  hippie  guy  from  the  60s--he  has  long  hair,  is  dressed  in  overalls, 
and  he's  turning  40.  The  other  guy  is  a  real  old  guy.  So  the  old  guy  looks  at  the  younger 
guy  and  he  says,  "You  know,  I  don't  have  nearly  as  long  to  live  as  you  do,  so  I  think  you 


'Director  of  Montana  Social  and  Rehabilitative  Services. 
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should  take  the  parachute."  The  hippie  looks  at  him  and  says,  "Well,  don't  worry  about  it, 
we  still  have  two  parachutes.  The  smartest  guy  in  the  world  jumped  out  with  my  backpack." 

I'm  afraid  that  is  what  health  care  in  this  country  is  starting  to  look  like.  We  are  the 
smartest  people  in  the  world  in  terms  of  delivering  services.  We  have  better  abilities  than 
anyone  else  in  the  world  in  terms  of  our  quality  of  care,  our  technological  advances,  but  if 
we  don't  find  some  way  of  insuring  access  to  care  to  all  of  those  people  who  are  currently 
without  services,  and  some  way  of  controlling  costs  to  the  individual  and  costs  to  society,  we 
may  find  that  we  have  hit  ground  without  a  parachute.  I  think  that  is  why  meetings  like  this 
one  are  very  important. 

I  represent  the  portion  of  heahh  care  financing  in  this  country  that  covers  the  poor 
and  that  program  is  Medicaid.  The  other  major  program  is  Medicare.  Normally,  I  spend 
about  ten  minutes  talking  about  what  Montana's  Medicaid  program  does  do  and  what  it 
doesn't  do  and  about  its  problems.  Those  problems  are  immense  in  Montana.  Our  costs 
have  risen  from  $78  million  in  1982  to  over  $187  million  in  1990.  That  is  an  increase  of 
140%.  We  estimate  the  cost  in  Medicaid  will  continue  to  grow  to  about  $234  million  in 
1993.  My  department  budget,  before  the  Governor's  budget  office  right  now,  has  an 
increase  beyond  the  base,  of  $63  million  dollars  for  Medicaid.  This  one  program  I'm 
operating  within  Social  and  Rehabilitative  Services  (SRS)  is  bigger  than  most  other  state 
departments.  In  1989  expenditures  for  Medicaid  alone  accounted  for  about  13.5%  of 
Montana's  entire  general  fund. 

With  that  brief  background,  I  want  to  talk  about  the  future.   Because  while 
I  am  interested  in  these  issues  because  I  am  responsible  for  Montana's  Medicaid  program, 


I  have  a  much  broader  interest  in  heahh  care.  I  have  that  interest  for  three  reasons:  First, 
I  am  the  manager  and  chair  of  Governor  Stephen's  plan  to  expand  access  to  health  care 
called  "Health  Care  for  Montanans".  Second,  my  husband  is  a  family  physician,  so  that  gives 
me  a  unique  view  of  not  only  the  administrative  bureaucracy  of  health  care,  but  also  the 
view  from  a  provider  trying  to  deliver  quality  services  on  a  regular  basis.  And  third,  I  have 
been  in  human  services  about  15  years  now.  My  experience  makes  me  believe  that  every 
single  American,  every  single  one  of  you,  needs  to  be  worried  about  health  care  right  now 
in  this  country.  We  have  to  be  taking  some  active  interest  in  how  we  ought  to  be  changing 
it  because  we  simply  cannot  continue  the  way  we  have  been  doing. 

If  I  have  learned  nothing  else  after  my  fifteen  years  as  a  lobbyist,  activist,  and 
administrator,  you  can't  let  democracy  be  a  spectator  sport.  We  need  to  have  broader 
involvement  by  interested  groups  on  these  issues,  because  we  cannot  simply  allow  our 
national  health  care  policy  to  be  based  on  who  is  the  most  effective  lobbyist.  We  must  have 
programs  which  are  based  on  what  is  best  for  our  people  overall.  That  means  that  all  of  us 
are  going  to  have  to  get  involved. 

Governor  Booth  Gardner,  Chairman  of  the  National  Governor's  Association  (NGA), 
recently  said  at  an  NGA  Conference  on  innovative  partnerships  for  affordable  care:  "Our 
health  care  system  is  bizarre.  To  many,  it  is  a  national  embarrassment  and  it  is  equally 
bizarre  to  believe  we  cannot  change  it.  In  every  state  in  this  country  budgets  are  being 
stretched  and  distorted  to  cover  health  care  costs  that  have  spiraled  and  are  out  of  control." 

Governor  Gardner's  remarks  stem  from  the  amazing  fact  that  about  34  million 
Americans  in  this  country  currently  go  without  health  insurance.  Approximately  141,000  of 


those  individuals  are  in  Montana.  Think  about  that--that  is  20%  of  this  state's  population. 
Most  of  these  people  are  not  the  very  poor  who  are  on  Medicaid  or  the  state  medical 
program  and  they  are  not  the  elderly  who  qualify  for  Medicare  or  Medicaid  in  most  cases. 
These  are  working  people  who  are  out  there  supporting  the  economy,  they  are  keeping  this 
state  going  with  their  taxes.  At  the  same  time  that  these  large  numbers  of  individuals  are 
uninsured,  the  United  States  spends  more  per  capita  on  health  care  than  any  other  industrial 
nation.  A  1990  Harvard  survey  indicates  that  United  States  per  capita  costs  for  health  care 
are  $2,051.  The  next  closest  costs  are  Canada  where  they  have  universal  access  at  $1,483 
per  capita. 

The  outcome  of  the  Governor's  Association  Health  Conference  was  to  urge 
Governors  to  play  an  active  role  in  developing  proposals  for  health  care  reform.  I  am  very 
pleased  that  Governor  Stephens  has  risen  to  the  occasion  and  is  attempting  to  change  some 
of  the  irrationalities  that  we  see  in  health  care  by  looking  at  ways  to  redesign  Montana's 
Medicaid  system  and  Montana's  overall  health  care  system  to  better  meet  Montanan's  needs, 
and  to  control  costs.  As  chair  of  that  project  I  am  proud  of  our  work  to  date.  Before 
discussing  it,  I  would  like  to  caution  all  of  you  that  we  see  our  activities  as  only  interim 
proposals  and  not  the  final  solutions  as  to  how  this  country  achieves  total  access  or  cost 
control.  We  can  take  some  steps  at  the  state  level.  We  intend  to  take  some  steps,  but 
ultimately,  we  need  to  start  looking  at  this  problem  as  a  national  issue. 

The  first  goal  of  Governor  Stephens'  new  health  initiative  is  to  expand  coverage  to 
the  working  uninsured.  We  think  that  it  is  important  that  we  provide  insurance  whenever 
possible  to  Montana's  uninsured.    We  are  proposing  that  we  do  that  by  opening  up  new 


private  sector  options.  We  have  a  committee  that  is  specifically  working  on  this.  Montana 
currently  has  a  number  of  mandated  services  if  you  are  an  employer  providing  insurance. 
Now,  we  don't  want  to  change  those  mandates  for  people  who  are  currently  providing 
insurance.  I  know  a  lot  of  folks  are  sitting  out  there  going,  "My  gosh,  I  have  good  insurance 
and  I  don't  want  it  cut  back."  The  group  we  are  targeting  is  that  group  of  employers  who 
do  not  provide  insurance  right  now  or  who  have  dropped  out  of  providing  insurance.  There 
are  ways  of  targeting  that  group  through  legislation.  For  example,  eligibility  to  buy  these 
packages  of  insurance  can  be  predicated  on  having  been  uninsured  for  12  months,  or  having 
never  carried  insurance.  I  don't  think  that  it  is  any  surprise  that  Montana's  economy  is 
growing,  but  it  is  growing  in  tourist  industry,  retail  industry,  not  in  the  areas  of  large 
employers  that  provide  a  lot  of  benefits.  So  if  we  want  to  make  sure  people  have  health 
insurance,  we  are  going  to  have  to  have  health  insurance  packages  that  appeal  to  small 
business  and  people  in  retail  jobs.  We  don't  have  that  in  Montana  right  now.  We  are 
looking  at  how  we  can  put  together  a  package  of  reduced  mandates  for  basic  care. 

I  would  like  to  give  you  an  example  that  comes  from  Virginia.  Virginia  has  a  health 
care  program  that  targets  employers  of  50  or  fewer  who  have  never  been  insured  or  have 
been  without  insurance  for  more  than  12  months.  In  the  basic  plan  any  private  insurer  may 
offer  up  to  30-days  hospitalization,  prenatal  care,  obstetrical  care,  including  physician, 
delivery,  other  hospital  costs,  thirteen  well-child  visits  according  to  a  defined  schedule  during 
the  child's  first  years,  and  primary  and  preventative  care,  including  two  physician  office  visits 
per  year.  I  want  to  be  clear  about  the  fact  that  state  government  does  not  offer  this  plan. 
Private  insurance  is  authorized  to  sell  this  plan.  It  is  an  example  of  what  they  offer  in 


Virginia.  As  you  can  see,  it  is  a  very  base  level  plan.  What  it  does  do,  is  take  care  of  those 
things  that  can  wipe  out  hospitals  and  wipe  out  individuals  with  limited  income.  Under  a 
program  like  Virginia's  if  you  had  a  hospital  emergency,  you  would  have  coverage. 

Now,  our  committee  is  looking  at  what  we  are  going  to  offer  in  Montana.  The  next 
committee  meeting  is  the  31st  of  October  and  the  committee  is  coming  in  with  suggestions. 
If  you  have  some  ideas,  let  us  know. 

The  best  example  that  I  can  give  you  of  the  current  situation  in  Montana  comes  from 
my  travels  throughout  the  state  doing  outreach.  Up  in  Glasgow  I  did  a  radio  interview  and 
a  young  man,  a  disc  jockey  20  years  old,  said  to  me,  "We  don't  have  health  insurance  here 
because  radio  stations  don't  cover  a  lot  of  things  and  don't  pay  a  lot  of  money.  I  had  the 
option  to  buy  it,  it  was  offered  to  me.  I  could  have  gotten  it  for  $100  per  month  because 
I  am  single.  But  I  thought:  I  am  young  and  healthy  and  I  need  the  money."  Then  the  guy 
had  an  emergency  appendicitis  and  he  spent  over  a  week  in  the  hospital.  He  told  me  that 
he  now  owes  the  Glasgow  Hospital  over  $7,000--they  are  extending  his  bill  for  him.  Those 
of  you  who  work  in  hospitals  know  this  is  a  small  amount  of  money.  Now,  I  admire  this 
young  man  for  paying  off  that  bill,  for  working  at  it  and  for  paying  it  off  a  bit  at  a  time,  but 
the  bottom  line  is  sometimes  people  in  similar  situations  quit  their  jobs,  and  even  leave  their 
communities  because  of  such  long-term  debt.  Then  the  small,  local  hospital  has  to  write  it 
off.  So  if  we  can  get  some  basic  coverage  for  people  who  absolutely  do  not  have  any 
coverage,  I  think  we  will  have  accomplished  a  great  deal. 

The  preferred  way  we  want  to  accomplish  this  is  to  encourage  business  to  buy 
insurance.   We  are  not  suggesting  that  we  mandate  this  for  employers.    We  would  like  to 


try  a  different  option  first-provide  tax  incentives  to  employers  to  provide  health  insurance. 
If  you  look  at  the  costs  in  uncompensated  care  in  your  community  or  if  you  look  at  the  costs 
of  Medicaid  when  people  are  not  covered  by  health  care,  anything  that  we  can  do  to  expand 
health  care  is  cost  effective  in  terms  of  the  public.  We  would  like  to  get  this  basic  package 
down  to  around  $100  per  employee  per  month  and  then  give  some  tax  incentives  to  business 
to  buy  it.  One  legislator  challenged  me,  "Well,  what  if  they  don't?"  Well,  if  they  don't  we 
won't  be  any  worse  off  than  we  are  today.  Even  if  a  few  do,  we  are  better  off.  I  think  that 
we  need  to  be  taking  some  risks,  we  need  to  try  some  new  ideas.  So  that  is  the  first 
proposal. 

The  second  proposal  is  to  improve  and  to  prioritize  services  to  Montana's  low  income 
population  served  by  Medicaid  and  to  do  that  we  have  a  special  package  called  "Kids' 
Count".  We  think  it  is  important  that  kid's  count  in  this  country.  I  don't  know  if  you  read 
the  Time  magazine  article  recently,  about  how  kid's  health  care  services  in  this  nation  have 
been  going  down  4%  a  year  and  elderly  services  have  been  going  up  11%  a  year.  Now  that 
does  not  mean  that  the  elderly  are  not  important,  they  are.  They  are  very  effective  lobbyists, 
they  deserve  quality  services.  But  if  you  want  to  build  for  the  future  in  this  country  and  in 
this  state,  we  need  to  be  making  sure  that  children  have  healthy  outcomes  from  the  very 
beginning.   We  are  just  not  doing  that. 

In  1987  SRS  spent  over  2.5  million  dollars  on  50  high  risk  babies.  Now  the  average 
delivery  costs  about  $1,200.  So  when  you  divide  that  50  into  2.5  million,  you  can  see  what 
happens  when  we  don't  provide  quality  prenatal  care.  Half  of  those  children  didn't  get  any 
prenatal  care  until  their  last  month.  And  as  you  know,  often  these  babies  are  high  risk  and 


we  end  up  flying  them  to  Salt  Lake  or  flying  them  to  Billings.  Chances  are  they  are  going 
to  need  other  state  services.  If  some  kind  of  handicap  services  are  needed,  one  year  at 
Boulder  costs  $60,000  or  more,  whereas  placement  in  the  community  is  about  $40,000.  How 
can  we  wonder  in  Montana  why  obstetricians/gynecologists  (OBGYN's)  and  the  family 
doctor  are  leaving  the  state  when  Medicaid  pays  $650  for  a  delivery  that  cost  $1,200.  We 
also  wonder  why  Medicaid  patients  don't  get  in  the  door,  when  some  of  the  doctors  feel 
their  services  end  up  being  almost  gratis.  We  have  doctors  in  Helena  who  simply  aren't 
taking  Medicaid  patients  anymore  and  I  understand  this  has  also  happened  in  Butte.  In  the 
rural  areas  we  just  don't  have  any  doctors  because  they  are  leaving.  Medicaid  pays  for  40% 
of  all  births  in  Montana  starting  this  year  because  of  eligibility  changes.  If  we  don't  change 
those  rates,  the  ability  to  keep  OBGYN's  and  family  physicians  in  rural  areas  is  going  to  be 
very  difficult.  You  cannot  expect  people  to  stay  in  areas  where  they  cannot  make  any 
money. 

In  the  "Kid's  Count"  package  we  are  also  proposing  increases  in  fees  to  pediatricians. 
We  want  to  expand  the  Early  Periodic  Screening  (EPSDT)  of  low  income  children.  This 
program  will  help  insure  that  children  receive  preventive  health  services.  We  also  want  to 
have  managed  care  with  our  OBGYN  case  load.  There  is  a  model  in  Missoula  that  we 
would  like  to  expand  across  the  state  which  is  called  the  "Miami  Project"  where  we  help  get 
prenatal  chents  to  doctors  on  a  regular  basis  for  medical  care.  All  these  items  are  packaged 
together  to  help  you  lobby  for  them.  (That's  why  we  have  a  name  on  the  package  so  that 
you  know  what  you  are  lobbying  for.)  The  package,  again,  is  called  "Kids'  Count". 


One  more  piece  of  the  package  is  a  program  to  expand  infant  stimulation  and  home 
based  services  for  handicapped  children  across  the  state.  We  think  the  earlier  we  start 
working  with  handicapped  children,  the  lower  the  long  term  costs  to  society  for  their  care 
and  the  better  the  outcome  for  these  children.  We  believe  this  is  a  good  investment  for  the 
state  and  folks  will  be  hearing  me  talk  about  these  services  alot. 

With  the  baby  boom  generation,  we  need  to  be  looking  towards  the  future  and 
addressing  how  we  will  pay  for  long  term  care.  Long  term  care  is  becoming  the  special 
dilemma  for  states.  Montana  Medicaid  currently  pays  62%  of  all  nursing  home  beds  in  this 
state.  So  we  are  the  big  payer,  not  private  pay,  and  in  fiscal  year  1989,  the  total  cost  of  this 
program  was  $60,816,969.  In  other  words,  40%  of  the  entire  Medicaid  program  is  going  to 
nursing  homes.  Thirty-one  percent  of  the  beds  are  paid  by  private  pay  and  7%  are  paid  by 
Medicare.  So  Medicare  makes  up  a  very  small  group  of  payers.  Of  course,  that  was  the 
issue  with  catastrophic  health  care:  Were  we,  as  a  country,  going  to  expand  the  coverage 
that  we  provide  in  long  term  care?  The  seniors  were  unwilling  to  help  pay  for  it.  That,  of 
course  meant  that  when  catastrophic  health  care  was  rolled  back,  our  state  was  confronted 
with  additional  costs. 

We  are  currently  analyzing  ways  to  help  increase  the  use  of  long  term  care  insurance 
in  this  state.  There  are  some  new  ideas  in  other  states.  Long  term  care  insurance  hasn't 
been  that  good  of  an  option  in  the  past,  but  some  states  are  trying  some  new  things.  Hank 
Hudson,  who  is  here  today,  is  chair  of  that  committee,  and  he  is  an  excellent  spokesman  for 
the  elderly.  If  you  have  some  ideas  in  that  area,  I  would  suggest  that  you  get  a  hold  of 
Hank. 


It  is  no  surprise  that  the  costs  of  nursing  home  care  are  going  to  be  a  high  priority 
issue  in  the  legislature  when  you  think  about  how  they  have  been  escalating.  Next  year,  SRS 
is  requesting  $4.5  million  in  new  general  funds  to  fund  this  program  so  that  we  can  change 
our  base.  The  total  increase  for  nursing  homes  in  this  state  is  $15,896,000.  So  in  a  year 
when  we  don't  have  money  for  education,  we  don't  have  money  for  highways,  we  are  going 
to  be  requesting  over  $15,000,000  in  new  money  and  that  is  above  the  base-remember  the 
base  is  for  additional  beds  and  that  is  already  taken  care  of.  (This  is  to  change  the  rates  so 
that  the  nursing  homes  providers  will  get  more  money.)  This  is  added  to  the  current  $137 
million  that  we  have  in  the  nursing  home  budget,  so  that  by  the  time  we  get  done  there  will 
be  $153  miUion  dollars  in  this  budget.  So  of  course,  this  one  budget  item  is  going  to  be  one 
that  has  high  scrutiny,  one  that  will  be  open  for  a  lot  of  debate.  The  providers  say,  that 
we're  not  giving  them  enough  money.  The  legislature  says,  when  I  met  with  them  on 
Saturday,  that  I  need  to  find  ways  to  trim  back. 

One  of  the  recommendations  of  the  Governor's  health  agenda,  and  the  one  that  has 
received  the  most  publicity  in  the  press  and  the  most  controversy,  is  a  proposal  that  our 
department  has  developed  to  look  at  instituting  a  user  fee  to  help  defray  some  of  the 
escalating  costs  in  nursing  homes.  This  proposal  has  been  implemented  successfully  in 
Alabama,  California,  Florida,  Georgia,  Ohio,  Tennessee  and  Texas.  Now  the  proposal  has 
been  called  a  "bed  tax"  and  I  am  sorry  that  has  happened.  Because  one  of  the  things  that 
I  have  learned  recently,  when  I  was  back  in  Williamsburg  at  a  meeting  of  this  nation's 
welfare  commissioners,  is  that  this  country  is  no  longer  part  of  England  because  of  taxes. 
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We  all  feel  pretty  strongly  about  taxation,  but  I  would  like  to  just  take  a  second  since  this 
has  received  so  much  coverage  to  explain  how  this  proposal  works. 

We  would  be  putting  in  the  money  from  SRS  for  those  62%  of  the  Medicaid  beds; 
in  other  words,  SRS  must  put  in  a  30%  match.  Not  one  single  low  income  person  would  put 
in  a  dime,  but  if  SRS  puts  in  the  match~30%  if  we  have  it  as  part  of  our  fee  that  is  required 
in  the  Medicaid  program-then  the  federal  government  must  put  in  the  other  70%.  So  that 
brings  federal  money  into  the  state  that  we  would  not  have.  In  other  words,  this  program 
helps  us  leverage  federal  dollars  at  no  cost  to  low  income  Montanans.  The  proposal  would 
generate  $4.7  million  new  dollars-at  a  time  when  we  do  not  have  new  money. 

This  plan  does  have  a  draw  back,  as  I  see  it,  which  is  that  38%  of  the  beds  that 
private  individuals  pay  for  would  also  have  to  pay  the  user  fee.  How  do  we  justify  that? 
There  are  a  couple  of  reasons  how  we  justify  it.  When  I  deal  with  the  nursing  home 
associations,  they  repeatedly  tell  me  that  they  continue  to  raise  private  fee  costs  more  than 
they  should  in  order  to  pick  up  uncovered  costs  resulting  from  low  Medicaid  payments. 
Now,  if  SRS  raises  medicaid  payments  an  average  cost  of  $9  per  bed  per  day,  that  is  a 
phenomenal  increase.  This  increase  ought  to  prevent  some  of  the  cost  shifting  by  the 
nursing  home  industry  to  the  private  pay  individual.  In  the  long  run,  this  proposal  should 
actually  help  reduce  the  cost  of  the  private  pay  instead  of  increasing  it.  Obviously,  since  we 
have  no  regulatory  control  over  nursing  home  rates  and  private  pay,  and  I  am  not  advocating 
that  we  have  that,  it  is  up  to  the  nursing  home  management  whether  or  not  those  costs  are 
shifted  to  private  pay.  SRS  is  recommending  a  phenomenal  amount  of  new  money  for  the 
nursing  home  program.  Our  technical  analysis  indicates  these  facilities  need  the  money,  but 
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we  also  think  that  we  have  to  come  up  with  some  creative  new  ideas  on  how  to  fund  it.  We 
are  currently  researching.  We  believe  that  Medicare  will  also  pay  the  fee  as  an  allowable 
cost.   We  will  have  that  answer  for  the  legislature. 

The  fee  has  been  called  a  "duck"  by  the  Montana  Hospital  Association.  If  it  walks 
like  a  duck  and  talks  like  a  duck  and  acts  like  a  duck  that  is  their  reference  to  it  in  terms 
of  it  being  a  bed  tax.  I  would  like  to  suggest  to  you  that  maybe  we  ought  to  think  about  it 
as  a  "goose",  and  one  that  lays  a  golden  egg.  The  federal  government,  because  the  approach 
has  generated  so  much  money  for  states,  is  currently  looking  at  ways  to  cut  off  this  source 
of  revenue.  Why  should  Montana  turn  down  an  opportunity  to  help  get  some  federal  money 
into  the  state  at  a  time  when  I  see  they  are  going  to  cut  federal  highway  dollars?  I  can 
guarantee  you  when  those  budget  cuts  come  out,  whether  they  are  Democrat  or  Republican, 
your  human  services  programs  are  going  to  take  a  wallop  because  that  is  where  they  are 
cutting.  We  need  to  be  looking  at  creative  ideas  to  generate  more  money.  I  hope  that  folks 
will  think  about  this  and  give  it  serious  consideration  and  debate.  I  never  expected  the  kind 
of  controversy  that  it  has  generated  and  I  think  that  we  need  to  take  a  new  look  at  it. 

Finally,  I  would  like  to  quickly  mention  other  things  that  SRS  is  doing  to  help 
improve  rural  health  care.  I  have  spent  the  majority  of  time  on  physicians  and  nursing 
homes  because  they  affect  all  Montanans.  Specific  rural  services  also  include  ambulance 
services.  Currently  SRS-Medicaid  is  paying  10%  to  40%  of  what  it  costs  Medicare  in 
ambulance  services.  This  is  really  hurting  the  rural  areas.  We  are  going  to  expand  that  to 
80%  to  85%.  Assuming  that  our  budget  is  approved,  people  in  rural  areas  will  have 
significant  improvement  in  ambulance  coverage.  We  are  also  trying  to  develop  an  equitable 
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rate  system  to  take  into  effect  the  unique  costs  of  operating  rural  hospitals.  We  have  a 
committee  in  the  Governor's  group  assigned  to  look  at  that.  We  are  assuming  that  if  the 
legislature  passes  bills  allowing  this,  next  year  we  will  be  offering  qualified  health  centers, 
which  is  a  proposal  I  have  seen  in  some  of  the  materials  circulating.  We  would  be  funding 
that  with  Medicaid.  We  are  not  funding  it  now,  but  will,  should  the  legislature  approve  it. 
There  are  two  qualified  health  centers  currently  operating  in  Billings  doing  outreach  and  one 
in  Butte.  We  think  that  if  the  legislatures  approve  this  option,  folks  in  rural  areas  can  use 
it  to  get  para-professionals  into  their  areas  with  Medicaid  funding. 

Finally,  we  have  also  started  funding  two  rural  care  health  clinics;  one  in  Wolf  Point 
and  one  in  Ekalaka.  SRS  thought  it  was  so  important  we  did  back  payment  on  this.  So  we 
have  really  made  an  effort  to  expand  Medicaid  help  to  rural  communities  in  the  last  year 
and  we  hope  to  do  more. 

You  may  or  may  not  agree  with  some  or  all  of  these  ideas,  but  I  hope  that  you  will 
agree  that  Montana  must  begin  taking  some  risks  and  trying  some  new  ideas.  I  would  like 
to  encourage  you  to  participate  in  developing  any  of  these  proposals.  They  offer  a  focus  for 
all  of  us  as  Montanans  and  a  great  opportunity  to  discuss  new  ideas  and  new  ways  of  doing 
things  which  can  lead  to  great  improvements.  There  will  be  controversy--!  expect  it.  I  hope 
that  people  will  become  engaged  in  that  controversy  because  we  need  to  be  working 
together  for  change.  I  hope  we  will  always  remember  that  we  are  all  reasonable  people,  we 
come  to  the  table  to  discuss  issues,  we  want  to  hear  your  ideas,  and  hopefully,  out  of  that 
discussion  will  come  the  very  best  ideas  and  agreements  on  how  to  prepare  for  the  future. 

I  wish  you  success  with  this  meeting  and  I  hope  that  you  will  take  the  opportunity  to 
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use  the  ideas  presented  to  take  action.  Margaret  Mead  once  said  she  was  amazed  at  how 
the  world  in  many  instances  has  been  changed  by  small  groups  of  "moral  pioneers".  Enjoy 
your  conference,  use  it  as  the  opportunity  to  help  the  Governor  and  Montana  be  health  care 
pioneers  for  this  country. 
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THE  CHANGING  ROLE  OF  GOVERNMENT  IN  RURAL  HEALTH  CARE: 

THE  FEDERAL  PERSPECTIVE 


Jeffrey  Human* 

It's  good  to  be  here  in  Montana  instead  of  Washington,  D.C.  I  live  just  outside  of 
the  city,  which  is  renowned  the  world  over  for  exporting  more  material  for  comedians  than 
any  other  place.  Recently  the  city  has  put  a  slogan  on  District  of  Columbia  license  plates. 
City  officials  used  the  phrase  "A  Capitol  City",  but  informal  polls  suggest  a  preference  for 
"Sex,  Lies  and  Videotapes".  It  is  claimed  that  this  slogan  better  captures  the  whole 
Washington  experience.  Others  have  suggested  "Sister  City  to  Bogota",  in  reference  to  one 
of  our  major  economic  activities.  The  Police  Department  Homicide  Squad  have 
recommended  "Hour  of  the  Brave."  The  IRS  has  suggested  "Your  Check  is  in  the  Mail." 
But  I  don't  want  to  leave  you  with  a  bad  impression  of  Washington,  our  nation's  capitol. 
The  city  is  concerned  about  its  image. 

The  good  news  from  Washington  is  that  there  is  an  interest  in  rural  health.  The 
Senate  Rural  Health  caucus  now  has  65  of  the  100  Senators  as  members.  The  House 
Coalition  on  Rural  Health  Care  now  has  over  140  members  of  the  435  in  the  House.  These 
are  the  two  largest  caucuses  in  the  Senate  and  the  House;  together  they  have  delivered  a 
series  of  bills  that  have  helped  address  the  two  largest  rural  health  problems.    The  two 
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problems  are  failing  rural  hospitals  and  the  chronic  shortages  of  physicians  and  other  health 
professionals  in  rural  areas. 

Let's  talk  about  these  problems  and  what  is  being  done  about  them,  not  only  in 
Washington  but  throughout  the  states  and  communities  of  the  country.  But  first  let  me  say 
a  word  about  nicotine  addiction  and  rural  health. 

The  Secretary  of  our  Department,  Dr.  Louis  Sullivan,  got  me  thinking  about  how 
broad  our  concept  of  rural  health  ought  to  be  with  his  attacks  on  tobacco  industry  plans  to 
market  special  cigarettes.  As  Secretary  Sullivan  put  it,  "These  are  deadly  products".  Perhaps 
more  of  our  energy  as  rural  health  advocates  ought  to  be  put  towards  helping  stop  cigarette 
companies  from  making  nicotine  addicts  of  our  children  and  young  adults,  be  they  urban  or 
rural. 

A  year  ago,  the  town  of  White  Cloud,  Minnesota  banned  cigarette  vending  machines. 
If  you  think  about  it  you  will  realize  that  vending  machines  are  the  best  source  of  cigarettes 
for  kids.  No  ID  or  proof  of  age  is  necessary.  Why  should  we  not  work  to  ban  the  sale  of 
all  tobacco  products  in  vending  machines?  Why  not  go  further  and  link  the  sale  of  tobacco 
products  and  alcoholic  beverages?  We  could  use  the  same  controls  and  limit  all  tobacco 
sales  to  the  same  outlets.  Certainly  there  would  be  an  enormous  health  dividend  from  such 
policies  if  we  could  reduce  the  rate  of  addiction,  and  it  is  reasonable  to  expect  that  we 
would. 

I  congratulate  Jane  Stevenson  and  her  staff  on  putting  together  an  excellent  meeting. 
Not  only  does  it  feature  top  quality  educational  sessions  but  it  has  small  group  sessions  that 
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you  can  take  control  of  and  use  to  promote  solutions  or  approaches  to  solving  Montana's 
problems.   If  you  do  this,  you  will  make  the  educational  sessions  relevant  to  your  lives. 

I  will  shape  my  comments  to  support  this  approach.  I  am  going  to  talk  about  the  two 
largest  rural  health  problems:  failing  rural  hospitals  and  the  shortages  of  physicians,  nurses 
and  other  personnel.  More  importantly,  I  am  going  to  review  some  of  the  programs  that 
have  been  developed  in  the  Federal  government,  the  States,  the  local  communities  and  the 
private  sector  to  address  these  two  problems. 

Advocacy 

Let  me  preface  these  comments  with  a  word  or  two  about  advocacy  since  I  am  asking 
you  to  be  advocates.  If  we  are  to  be  effective  we  must  be  organized.  This  is  particularly 
true  in  view  of  the  extreme  budget  problems  we  are  facing. 

Later  this  morning  you  will  be  hearing  from  Dr.  Tom  Dean,  President  of  the  National 
Rural  Health  Association,  the  organization  that  represents  the  nations'  rural  populations  of 
health  issues  in  Washington.  Just  as  we  have  a  National  Rural  Health  Association  that  has 
been  a  very  effective  advocate  for  rural  health  in  the  Congress,  we  also  have  state 
associations  now  in  Georgia,  Texas,  Illinois  and  Washington  State.  These  associations  can 
be  very  effective  when  they  bring  together  the  hospitals,  the  nursing  homes,  the  primary  care 
clinics  and  practices,  the  physicians,  nurses  and  other  health  care  professionals,  the  public 
health  and  private  health  interests  and  the  consumers.  Where  these  groups  are  all 
represented  together  and  work  together  for  better  access  to  health  care  for  rural  citizens, 
Governors  and  state  legislators  listen  and  respond. 
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In  Minnesota  we  have  a  consortium  of  all  of  the  key  health  organizations  working 
together  in  St.  Paul.  A  similar  organization  may  soon  be  formed  in  Arizona.  We  need 
permanent  advocacy  organizations  that  can  take  the  message  of  a  meeting  like  this  and  mold 
it  into  specific  proposals  over  time. 

Another  approach  I  have  seen  is  a  rural  health  task  force  that  takes  testimony 
throughout  a  state  and  reports  back  to  the  state  legislature  or  the  governor  with  specific 
recommendations.  That  approach  has  been  used  in  Texas,  Georgia  and  Michigan.  The 
Texas  task  force  was  established  by  the  legislature  and  reported  to  the  lieutenant  governor. 
It  worked  for  two  years  before  reporting  back.  I  single  the  Texas  effort  out  because  it  led 
to  the  passage  of  a  Rural  Health  Rescue  Act  in  1989  that  was  as  comprehensive  and 
significant  as  any  state  has  yet  passed. 

When  we  can  outline  the  problems,  when  we  can  propose  affordable  solutions  that 
work,  the  governors  and  legislatures  will  listen.  So  I  hope  you  will  look  at  this  meeting  as 
a  beginning  and  will  explore  ways  of  coming  together  on  a  more  permanent  basis  to 
advocate  even  more  and  even  better  rural  health  programs  for  Montana. 

Rural  Hospitals 

Now  let's  talk  about  problems  of  rural  hospitals.  Let  me  start  with  one  mind  set  of 
policy  makers  about  rural  hospitals  that  gets  some  of  us  angry  from  time  to  time.  That  is 
the  idea  that  if  a  hospital  in  a  town  closes  and  there  is  another  hospital  thirty  to  fifty  miles 
away  in  another  town  there  is  no  problem.  There  is  a  certain  logic  to  the  idea  but,  more 
often  than  not,  it  is  a  patronizing  put  down  of  the  importance  of  any  rural  problems.  I  think 
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Sam  Cordes,  an  agricultural  economist  from  Nebraska,  deals  more  effectively  with  this  mind 
set  than  anyone.  Earlier  this  year,  in  San  Antonio,  Sam  suggested  we  propose  to  close  all 
of  the  hospitals  in  Dallas.  If  anyone  complains  (and  someone  might)  we  can  tell  them  not 
to  worry.  Ft.  Worth,  with  several  hospitals,  is  only  30  to  50  miles  away.  Let  Dallas  residents 
get  hospital  care  in  Ft.  Worth.  Here  in  Montana  all  distances  are  greater  but  an  equivalent 
idea  would  be  to  propose  to  close  the  Great  Falls  hospitals  and  let  those  folks  get  care  in 
Helena  or  send  the  Butte  patients  to  Bozeman. 

This  is  not  a  serious  proposal.  What  I  am  serious  about  is  the  need  to  make  people 
understand  that  rural  health  issues  are  real  and  important  to  many  of  this  country's  citizens. 
One  of  the  best  ways  of  doing  that  is  to  challenge  conventional  ideas  when  they  are  wrong. 

For  example,  the  idea  that  when  a  hospital  closes  in  a  small  town  it  is  less  important 
than  an  urban  hospital  closure  is  wrong.  The  consequences  of  the  closure  of  a  rural  hospital 
to  local  residents  are  almost  always  more  significant  than  the  closure  of  one  of  many  urban 
hospitals. 

During  the  last  ten  years  we  have  lost  one  in  every  ten  rural  hospitals  and  600  of  the 

2500  remaining  rural  hospitals  are  in  trouble.   The  problems  of  rural  hospitals  during  the 

1980s  resulted  from  many  causes.   Let  me  mention  four: 

o  In  1983  Medicare  changed  the  way  it  reimburses  hospitals  for  care. 

Under  the  prospective  payment  system,  that  is  still  used,  rural  hospitals 
are  paid  less--25%  less  at  the  beginning-than  urban  hospitals.  And 
Medicare  represents  one  third  of  the  revenues  of  rural  hospitals. 

o  Rural  hospital  admissions  have  been  falling  during  the  1980s.  In  many 

•*  instances  physicians  are  referring  their  patients  to  larger  urban 
hospitals  rather  than  to  their  local  community  hospital.  And  when  they 
don't,  patients  themselves  are  asking  to  be  referred. 
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o  The  rural  poverty  rate  has  been  increasing  during  the  1980s  and  is  now 

higher  than  the  urban  rate  for  the  first  time.  Therefore,  the 
percentage  of  rural  patients  who  are  unable  to  pay  their  bills  has  been 
steadily  climbing.  This  is  not  only  a  tragedy  for  patients  who  cannot 
pay,  but  in  most  states,  it  is  a  burden  of  uncompensated  care  that  has 
fallen  squarely  on  the  shoulders  of  rural  hospitals. 

o  The  shortage  of  physicians  in  particular,  and  other  health  personnel  as 

well,  has  caused  many  rural  hospitals  to  fail. 

All  of  the  above-changes  in  hospital  reimbursement;  the  declining  admissions  rate; 

uncompensated  care  and  physician  shortages-must  be  addressed  before  rural  hospitals  can 

be  expected  to  regain  their  viability. 

Governments  at  all  levels-federal,  state  and  community-will  have  to  participate  and 

help  to  solve  these  problems. 

Federal  Progress 

The  division  of  responsibility  for  helping  rural  hospitals  varies,  depending  on  the 
nature  of  the  problem.  For  example.  Medicare  reimbursement  policies  must  be  addressed 
at  the  Federal  level.  In  that  regard,  I'm  pleased  to  announce  that  the  Secretary  of  our 
Department  of  Health  and  Human  Services,  Louis  W.  Sullivan,  M.D.,  announced  in  May 
that  again  this  year  he  would  seek  a  higher  annual  update  for  rural  hospitals  than  for  other 
hospitals. 

Last  year  was  a  particularly  good  year  in  equalizing  Medicare  payments.  Rural 
hospital  Medicare  update  payments  were  up  over  9%  with  other  hospitals  at  around  4%. 
New  payment  options  were  offered  to  particularly  isolated  hospitals  that  qualified  as  sole 
community  hospitals.    The  rules  were  changed  to  allow  more  hospitals  to  qualify  as  sole 
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community  hospitals.  All  of  these  changes  were  proposed  by  Secretary  Sullivan.  None  of 
them  have  been  sufficient  to  equalize  Medicare  payments  to  rural  hospitals  ahhough  we  are 
now  close  to  equity  on  the  base  rate.  Now  it  is  time  to  begin  to  look  more  closely  on  area 
wage  rates  paid  by  Medicare  and  other  components  of  Medicare  payment. 

The  Rural  Hospital  Transition  Grant  Program  was  renewed  last  year  and  another  180 
or  so  hospitals  were  added.  This  program  provides  grants  of  up  to  $50,000  per  year  to  rural 
hospitals  for  strategic  planning  with  their  communities  and  for  implementing  changes  that 
are  agreed  upon.  New  programs  for  recruiting  physicians,  for  example,  are  frequently 
supported. 

Another  new  program  is  often  confusingly  called  the  EACH-PCH  program.  EACH's 
are  "Essential  Access  Community  Hospitals"  and  PCH's  are  "Primary  Care  Hospitals".  This 
program  was  passed  by  Congress  to:  1)  provide  a  financial  incentive  for  rural  hospitals  to 
down-size  their  functions  and  become  primary  care  hospitals  with  only  limited  inpatient 
services;  and  2)  to  encourage  these  down-sized  primary  care  hospitals  to  form  networks, 
anchored  by  larger,  essential-access  community  hospitals.  The  program  is  not  yet  funded, 
but  may  be  this  Fall.  It  is  based  on  a  Montana  approach.  This  is  federal  progress.  What 
about  states? 

Progress:    State 

How  are  states  helping  hospitals?     In  many  ways.     New  York,  Maryland  and 
Massachusetts,  for  example,  have  all-payers  systems.  They  are  designed  so  that  all  hospital 
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patients  in  a  given  year  help  to  pay  for  the  care  of  those  patients  who  can't  afford  to  pay. 
In  concept  these  programs  are  very  similar  to  Julia  Robinson's  nursing  home  bed  tax. 

Florida  and  Kentucky  have  taken  a  little  different  approach.  Uncompensated  care 
is  funded  by  a  statewide  uninsured  pool,  not  unlike  some  uninsured  motorist  pools.  This 
program  provides  assistance  to  indigent  patients  as  well  as  to  the  hospitals  that  care  for 
them. 

Such  state-sponsored  indigent  care  programs  can  depend  on  state  funding  from 
general  revenue  taxes,  but  also  on  dedicated  taxes  like  "sin  taxes"  on  cigarettes  and  alcohol, 
sales  taxes,  and  excise  taxes.  Not  as  common,  but  sometimes  used  as  a  source  of  funding, 
are  state  lotteries  as  in  New  Mexico,  and  surcharges  on  providers  and  insurance  companies, 
as  in  Florida. 

We  particularly  like  the  "pay  or  play  assessment"  of  hospitals  in  Florida  and  Kentucky. 
Hospitals  receive  an  assessment,  but  they  can  get  their  money  back  if  they  admit  a 
disproportionate  share  of  poor  and  near  poor  patients. 

There  are  many  other  examples  of  innovative  state  programs  that  help  rural  hospitals 
survive.  Arizona  gives  small  rural  hospitals  special  treatment  under  licensing.  For  example, 
they  are  not  required  to  offer  any  surgical  services  and  they  have  less  restrictive  physician 
and  nurse  staffing  requirements.  Texas  has  reduced  the  regulatory  and  paperwork  burdens 
on  small  rural  hospitals.  Oregon  and  Nebraska  help  small  rural  hospitals  recruit  health 
personnel.  Strategic  planning  is  supported  in  New  York,  Arkansas,  and  Washington-much 
like  the  Federal  Transition  Grant  program.  New  Mexico  has  a  new  program  to  give  rural 
hospitals  better  access  to  capital.  Their  Hospital  Equipment  Loan  Council  issues  tax  exempt 
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revenue  bonds  and  then  uses  the  proceeds  to  issue  low  interest  loans.  Iowa  last  year  passed 
a  similar  program. 

Arkansas  and  Oregon  both  pay  small  rural  hospitals  100%  of  their  Medicaid  costs. 
This  is  important  because  Medicaid  represents  10%  of  the  revenue  of  small  rural  hospitals 
across  the  country. 

Progress:   Local  Communities 

Communities  also  have  a  responsibility  for  small  rural  hospitals.  Fifty-two  percent 
of  our  rural  hospitals  have  local  tax  support.  Studies  of  hospital  closures  make  it  clear  that 
these  are  the  ones  that  are  likely  to  survive.  There's  still  some  truth  in  the  biblical  saying 
about  where  your  treasure  is,  there  will  your  heart  be  also.  Those  hospitals  with  local 
support,  because  citizens  have  a  vested  interest  in  their  survival,  are  more  likely  to  prosper. 

And  then,  example  is  part  of  it,  also.  Mayors  and  town  councils,  prominent  citizens, 
and  young  people  can't  be  hypocritical  in  their  support.  They  can't  say  one  thing  and  do 
another.  They  have  to  demonstrate  their  support  by  patronizing  these  hospitals  themselves 
instead  of  fleeing  them  for  larger  urban  hospitals. 

Progress:   Private  Initiatives 

Finally,  hospitals  themselves  play  a  role.  Some  hospitals  have  developed  cooperative 
programs  with  non-predatory,  tertiary  hospitals  so  that  tertiary  hospitals  get  the  patients  with 
open  heart  surgery  and  rural  hospitals  get  technical  assistance  and  outreach  surgery, 
continuing  education  and  professional  consultations  and  so  forth  in  return. 
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Hospitals  also  should  consider  joining  together  to  form  hospital  systems  like  a 
cooperative  of  19  small  rural  hospitals  in  Wisconsin.  Five  of  the  original  nine  hospitals  were 
expected  to  close.  But  they  were  determined  not  to  go  down  without  a  fight.  They  got  hold 
of  the  bylaws  of  a  dairy  cooperative  and  formed  a  cooperative  agreement-one  that  goes 
beyond  mere  bulk  purchasing--and  extends  to  the  types  of  services  they  provide.  For 
example,  some  specialize  in  obstetrical  services  while  others  focus  on,  say,  orthopedics.  They 
also  join  together  to  apply  for  grants  from  foundations  and  federal  and  state  governments 
because  they've  found  that  as  a  group  they're  more  likely  to  be  successful  than  as  small, 
separate  hospitals.  I'm  happy  to  report  than  none  of  the  original  hospitals  has  been  forced 
to  close  since  the  inception  of  the  cooperative  agreement  6  years  ago. 

In  addition,  rural  hospitals  need  to  develop  more  aggressive  marketing  strategies- 
using  radio  and  television  at  times,  as  well  as  aggressive  community  campaigns.  Hospitals 
need  to  be  promoted  within  their  communities.  And  citizens  need  to  know  that  if  they  don't 
support  their  hospitals,  they'll  lose  them  and  the  access  to  health  care  they  afford. 

Health  Professional  Shortages 

The  second  critical  issue  in  rural  health  is  the  shortage  of  healthy  professionals  in 
rural  areas.  Similarly,  when  we  examine  those  issues,  we  find  that,  as  with  hospitals  and  their 
financial  stability,  neither  the  problems  nor  the  solutions  are  simple. 

A  recent  study  performed  at  the  University  of  Wisconsin  showed  that  in  1985  in  rural 
areas,  there  were  53  physicians  for  every  100,000  residents.  But  for  the  nation  as  a  whole, 
there  were   163  physicians  for  every   100,000  people.     The  researchers  also  found  a 
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particularly  great  shortage  in  primary  care  and  family  practice.  That,  by  itself,  is  reason  for 
concern  because  those  are  the  specialists  that  are  needed  the  most  in  rural  areas. 

Federal  Progress 

Here  too,  federal,  state,  and  community  responsibility  must  be  shared.  Under  Part 
B  of  the  Medicare  program,  rural  physicians  are  paid  at  a  substantially  lower  rate  than  urban 
physicians.  In  most  states,  Medicaid  also  pays  at  a  lower  rate  and  so  do  private  insurance 
companies.  The  result  is  a  powerful  disincentive  for  physicians  to  settle  in  rural  areas.  The 
recent  10%  Medicare  increase  being  paid  to  physicians  in  areas  with  a  shortage  of  doctors 
is  a  small  step  in  the  right  direction. 

A  much  more  hopeful  sign  is  that,  with  Secretary  Sullivan's  support,  Congress  has 
mandated  implementation  of  a  resource-based,  relative  value  fee  schedule  in  Medicare 
payments  to  physicians.  This  is  almost  certain  to  bring  higher  compensation  to  the  primary 
care  physicians  who  make  up  the  bulk  of  those  practicing  in  rural  areas.  The  new  system 
is  to  be  implemented  between  1992  and  1997. 

More  good  news  came  last  month  when  the  Senate  joined  the  House  in  passing  the 
reauthorization  for  the  National  Health  Service  Corps.  This  program  places  physicians, 
nurse  practitioners  and  other  health  professionals  in  underserved  areas.  In  recent  years  over 
70%  of  the  placements  have  been  made  in  rural  areas.  The  Corps  had  been  allowed  to 
wither  in  recent  years.  The  next  issue  is  whether  the  Congress  will  greatly  increase  its 
appropriations  this  year  as  Secretary  Sullivan  has  recommended. 
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The  bill  that  reauthorizes  the  Corps  also  includes  authorization  for  federal  support 
for  state  Offices  of  Rural  Health.  I  have  long  supported  creation  of  these  offices  in  every 
state  and  I  am  pleased  with  this  decision.  We  will  administer  this  program  of  grants  in  our 
office  if  funds  are  made  available.  I  think  of  our  Office  of  Rural  Health  as  a  voice  of  the 
rural  constituency  in  Washington.  I  think  a  Montana  Office  of  Rural  Health  could  perform 
a  similar  role  in  this  state.  Federal  funding  should  provide  the  incentive  for  most  states  to 
start  up  such  offices  and,  incidentally,  it  will  also  help  fund  existing  offices. 

Another  federal  program  that  helps  rural  areas  is  the  Community  Health  Centers 
program.  This  program  provides  funding  to  community-based  private  medical  practices  to 
enable  them  to  provide  care  to  the  poor  and  near  poor  at  a  discount.  Nearly  3  million 
Americans  receive  their  day  to  day  medical  care  under  this  program.  One  additional 
Federal  initiative--the  increase  in  basic  encounter  rates  for  rural  health  clinics--has  helped 
to  stabilize  rural  health  care  in  many  rural  communities.  Rural  health  clinics  are  simply 
private  group  medical  practices  in  rural  areas  that  employ  nurse  practitioners,  nurse 
midwives,  and  physician  assistants  in  systems  of  care  and,  thus,  qualify  for  higher  Medicare 
payments  both  for  the  mid-level  providers  and  the  physicians.  Hospital  outpatient 
departments  also  can  qualify.  Amendments  to  the  1977  Rural  Health  Clinic  Act  have  raised 
the  basic  medical  encounter  rate  from  about  $32  to  nearly  $48  for  clinics  that  qualify.  Mid- 
level  practitioners  are  used  to  bring  health  care  to  communities  that  have  been  unable  to 
attract  and  retain  physicians  of  their  own. 

Next  year  a  key  federal  program  issue  will  be  reauthorization  of  Area  Health 
Education  Centers  and  support  for  primary  care  Medical  Education. 
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States'  Progress 

Let's  talk  about  what  states  are  doing  to  solve  physician  and  other  health  professional 
shortages.   Let's  start  with  nurses  because  there  is  a  national  rural  nursing  shortage. 

Wherever  I  go  I  advocate  that  states  increase  the  numbers  of  nurses  being  trained-- 
particularly  in  rural  community  colleges-since  they  tend  to  attract  local  women  and  men  who 
tend  to  stay  local  after  they  graduate,  I  am  often  told  that  there  is  insufficient  funding  to 
increase  nurse  training.  That  is  conventional  thinking  and  wrong  thinking.  Of  course  there 
is  enough  money  in  virtually  every  state  educational  budget  to  increase  nurse  training,  as 
long  as  we  cut  out  training  so  many  other  people.  Why  not  cut  back  on  the  numbers  of 
lawyers  and  social  scientists  we  train  and  use  the  savings  for  nurses.  If  we  are  short  of 
nurses  we  are  short  of  essential  health  services  for  our  people.  If  we  are  short  of  lawyers 
what  are  we  short  of?  Essential  lawsuits?  When  was  the  last  time  a  rural  community 
complained  that  it  had  a  shortage  of  social  scientists? 

Some  states  have  developed  programs  and  procedures  for  monitoring  their  tax 
supported  medical  schools  to  ensure  that  a  high  percentage  of  graduates  remain  in-state,  and 
that  a  high  percentage  specialize  in  family  medicine,  general  pediatrics  and  general  internal 
medicine. 

The  University  of  Minnesota  Medical  School,  for  example,  sends  a  large  number  of 
3rd-year  medical  students  into  rural  community  practices  under  the  preceptorship  of  rural 
physicians  for  nine  months.  The  students  score  just  as  well  on  4th-year  exams  and  national 
tests  as  other  medical  students.  And  since  1971,  57%  of  program  participants  have  returned 
to  practices  in  rural  Minnesota. 
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The  University  of  Washington  uses  rural  family  physicians  on  their  Medical  School 
Admissions  Committee  to  ensure  the  selection  of  students  who  will  later  serve  rural  areas. 
Many  universities  have  reoriented  their  curriculum  toward  community  practice  and  primary 
care.  The  University  of  Iowa  has  an  active  program  that  keeps  up  with  all  medical  students 
and  graduates  who  are  in  residencies  and  matches  them  to  rural  Iowa  communities. 

South  Carolina  has  a  scholarship  program  much  like  the  National  Health  Service 
Corps  program.  It  places  graduates  from  the  University  of  South  Carolina  Medical  School 
into  underserved  areas.  North  Carolina  funds  rural  health  clinics  much  like  community  and 
migrant  health  centers,  and  I  often  challenge  other  states  to  follow  their  example. 

South  Dakota  has  a  state/community  partnership  program.  The  community  identifies 
a  potential  medical  student,  the  state  and  the  community  share  the  costs  of  medical  school, 
and  then  the  student  returns  to  the  community  to  practice. 

California's  Rural  Clinical  Nurse  Placement  Program  at  the  University  of  Califomia- 
Chico,  acts  as  a  state  rural  placement  service  for  nursing  students  and  nurse  graduates 
throughout  the  entire  state.  Students,  for  example,  are  placed  with  clinical  nurse  mentors 
in  a  variety  of  rural  settings-hospitals,  county  health  departments,  home  health  agencies,  and 
with  mental  health  programs.  Currently  this  program  is  being  replicated  in  two  other  states. 

Washington  State  University's  Inland  Empire  School  of  Social  Work  runs  their  master 
of  social  work  program  like  a  floating  craps  game.  Whenever  sufficient  students  can  be 
found  in  a  small  community,  the  school  goes  to  them  until  they  graduate.  A  similar  program 
for  physical  therapists  is  now  starting  in  Kentucky. 
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With  obstetrical  practices  shutting  down  all  across  the  country  because  of  high  and 
increasing  malpractice  insurance,  Hawaii  and  North  Carolina  now  provide  direct  support  to 
obstetricians  and  family  physicians  to  help  them  pay  malpractice  bills. 

Nevada  allows  physicians  who  deliver  Medicaid  babies  to  go  on  the  state  employment 
roles  during  the  deliveries  so  they  can  be  covered  under  the  state  tort  claims  act.  Many 
states  now  are  extending  state  tort  claims  to  deliveries  for  which  the  physician  is  not 
compensated  or  for  Medicaid  deliveries  or  deliveries  of  the  poor  or  near  poor.  These  laws 
lower  malpractice  costs  for  physicians. 

One  of  the  few  really  new  ideas  I  have  heard  of  in  a  long  time  is  a  new  approach  to 
the  classification,  training  and  use  of  mid-level  providers,  like  nurse  practitioners  and 
physician  assistants,  that  Kentucky  has  passed.  Under  this  program,  nurses  and  allied  health 
personnel  who  have  worked  under  physicians  for  years  and  who  can  pass  competitive  exams 
can  become  mid-level  providers  with  considerable  authority,  including  prescription  refills. 
We  will  watch  Kentucky  closely  to  see  how  the  new  program  works. 

If  you  would  like  to  hear  an  even  more  outlandish  idea,  I  believe  we  could  go  a  great 
distance  toward  solving  physician  shortages  by  linking  state  licensure  with  geography.  So  the 
young  physician  applying  for  a  license  in  Billings  would  be  told,  "We  have  nothing  in  Billings 
or  Butte,  but  medical  licenses  are  available  in  most  of  the  state's  remaining  counties  and 
after  5  years  of  practice  in  the  state  the  licenses  become  usable  anywhere  in  the  state."  This 
kind  of  an  approach  has  been  adopted  in  British  Columbia  and  I  believe  it  will  be 
considered  in  some  American  states  within  the  next  several  years. 

These  are  only  a  sampling  of  what  states  are  doing  today. 
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Community  Progress 

Communities  also  are  involved.  For  example,  last  summer  here  in  Montana,  I  heard 
of  one  town  that  has  a  $10,000  bounty  to  pay  any  citizen  who  brings  a  doctor  to  town  to 
practice.   The  only  condition  is  that  the  doctor  must  be  willing. 

Communities  have  always  helped  recruit  doctors  by  providing  clinics  for  practice  but 
now  the  assistance  can  go  further.  In  Arizona  and  in  Oregon,  for  example,  single  purpose 
tax  districts,  like  school  districts  or  water  districts,  support  hospital's  or  medical  practices 
uncompensated  care. 

Physicians  themselves  have  a  responsibility  in  solving  these  problems.  Where 
physicians  associate  together  in  groups  over  wide  areas,  and  work  with  nurse  practitioners 
and  physician  assistants,  health  care  is  able  to  be  extended  to  more  areas;  physicians  gain 
coverage  arrangements;  health  and  retirement  benefits  become  possible;  and  recruitment 
of  new  or  replacement  physicians  is  easier. 

Conclusion 

Working  together,  the  federal  government,  states,  local  governments,  community 
leaders,  foundations,  and  other  organizations  are  helping  to  solve  these  problems.  They  will 
not  go  away  quickly,  but  we  are  making  progress.  We  look  forward  to  working  with  you  to 
develop  programs  that  work. 
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THE  CHANGING  ROLE  OF  STATE  GOVERNMENT  IN  HEALTH  CARE 

Thomas  M.  Dean,  MD* 

The  role  of  state  government  in  health  care  has  clearly  changed.  It  has  grown 
substantially  over  the  last  decade,  particularly  as  the  federal  government  has  sought  to  cut 
back  on  its  extent  of  involvement  and  shift  increasing  responsibility  for  social  programs  to 
the  states.  In  addition  to  these  shifts,  many  of  the  changes  that  are  taking  place  in  the 
states'  roles  are  directly  a  result  of  changes  that  are  taking  place  in  the  practice  of  medicine 
and  within  society  itself.   Some  of  these  trends  are: 

1.  Increasing  numbers  of  elderly  with  increasing  requirements  for 
services,  especially  in  the  areas  of  chronic  disease  and  long  term 
care; 

2.  Weakened  economies  in  rural  communities; 

3.  Decreasing  population  in  rural  communities; 

4.  Increasing  emphasis  on  high  tech  intervention  and  decreased 
emphasis  on  primary  care; 

5.  Evolution  of  medicine  into  a  business  in  which  decisions  about 
availability  of  services  are  often  being  made  on  financial 
grounds  rather  than  on  the  basis  of  patient  needs. 

These  trends  have  converged  on  rural  communities  and  have  had  a  profoundly 

negative  impact.  The  preservation  of  health  services  in  these  areas  has  evolved  into  a  major 

problem.   This,  in  turn,  has  resulted  in  increasing  interest  and  concern  about  the  role  that 

the  states  should  play  in  responding  to  these  concerns.  Our  presence  here  today  is  testimony 

to  the  fact  that  a  judgement  has  been  made  that  the  state  does  have  a  vital  interest.  There 

has  always  been  a  state  interest,  but  I  would  submit  that  the  intensity  and  extent  of  that 


'Dean  of  the  Jerauld  County  Clinic  in  Wessington  Springs,  South  Dakota,  and  President  of  the  National 
Rural  Health  Association. 
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interest  is  greater  than  ever  before,  both  here  and  in  states  across  the  country.  The  intensity 
of  that  interest  has  grown  and  is  directly  proportional  to  the  severity  of  the  problems  that 
we  are  experiencing. 

With  that  background,  I  would  like  to  comment  briefly  on  six  areas  where  state 
activities  are  particularly  relevant.  This  list  is  by  no  means  all-inclusive,  but  does  hit  those 
elements  which  I  believe  are  most  significant.  These  are: 

1.  Direct  financing  of  care; 

2.  Medical  liability  issues/tort  reform; 

3.  Public  health; 

4.  Health  professionals'  education; 

5.  Licensure  and  regulation; 

6.  System  building. 

Direct  Financing  of  Care 

The  state's  primary  role  in  direct  financing  of  care  is  through  the  Medicaid  program. 
We  see  increasing  attention  being  directed  toward  the  concerns  for  the  uninsured  and 
underinsured.  A  number  of  prestigious  commissions  have  examined  this  and  put  forth 
proposals.  Most  of  these  have  involved  expansion  of  the  Medicaid  program  in  one  way  or 
another.  Already  we  have  seen  substantial  federal  mandates  for  expansion  of  coverage. 
These  have  helped  considerably,  but  the  program  is  still  woefully  inadequate,  both  in  terms 
of  coverage--that  is  those  who  are  eligible  for  benefits-and  in  the  level  of  reimbursement 
that  the  program  allows  for  providers. 

As  health  care  costs  have  escalated,  states  with  limited  resources  have  responded  to 
increasing  Medicaid  costs  in  two  ways:  1)  by  making  eligibility  requirements  more  stringent, 
thereby  decreasing  the  number  of  people  served;  or  2)  by  cutting  the  amount  of 
reimbursement  for  each  unit  of  service.    In  other  words,  they  have  redefined  who  is  poor 
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strictly  for  budgetary  purposes~a  move  which  I  would  argue  is  unethical~or  they  have 
reduced  payment  for  services  to  a  level  where  it  frequently  does  not  cover  the  cost  of 
providing  those  services~a  move  which  is  similarly  destructive  in  that  it  diminishes  the 
stability  of  the  system  and  decreases  the  availability  of  services.  As  cost  shifting  has  become 
increasingly  difficult,  even  those  providers  who  are  inclined  to  do  so  find  it  harder  and 
harder  to  compensate  for  inadequate  reimbursement  from  government  programs. 

If  we  are  to  deal  fairly  with  those  in  need,  I  believe  it  is  essential  that  we  confront 
directly  the  issue  of  "rationing",  that  we  construct  a  package  of  'Tjasic  services"  that  will  be 
available  to  all  citizens  either  through  public  programs  or  private  insurance,  and  that 
reimbursement  for  these  services  be  at  a  level  that  will  facilitate  their  availability  and 
accessibility.  Such  an  approach-while  certainly  controversial-would  guarantee  that  all 
members  of  society  had  access  to  the  basic  core  of  health  services  and  I  believe  would 
substantially  improve  health  outcomes  and  the  overall  level  of  satisfaction  with  the  system. 

Medical  Liability/Tort  Reform 

We  have  heard  more  than  we  care  to  about  the  problems  of  malpractice  and  liability. 
I  would  say  only  that  the  evolution  of  the  threat  of  malpractice  litigation  has  been  one  of 
the  most  profoundly  destructive  developments  in  modem  medicine.  This  is  true  both  in 
terms  of  the  dollar  cost  of  defensive  medicine  and,  more  importantly,  in  terms  of  the 
damage  that  has  been  done  to  the  relationship  between  physicians  and  their  patients.  The 
fear  and  cynicism  that  have  been  evoked  within  the  physician  community  have  markedly 
reduced  their  willingness  to  deviate  from  strictly  defined  protocols  which  are  considered  to 
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be  the  standard  of  care,  even  when  such  deviation  may  make  the  care  more  appropriate  or 
acceptable  to  individual  patients.  These  are  profoundly  negative  developments  and  until  we 
deal  with  them  effectively,  we  will  continue  to  pay  a  very  high  price.  To  respond  to  these 
problems  we  must  first  realize  what  the  true  costs  of  the  current  system  are.  Then  we  must 
move  to  develop  a  system  where  patients  who  are  truly  injured  as  the  result  of  negligence 
receive  adequate  compensation  and  where  physicians  and  patients  can  relate  to  each  other 
without  the  cynicism,  fear  and  hostility  which  have  become  increasingly  prevalent  in  our 
modem  health  care  system. 

Public  Health 

Public  health  has  always  been  largely  a  government  responsibility  but  it  is  more 
important  than  ever  before.  In  his  recent  address  to  the  National  Rural  Health  Association, 
former  Surgeon  General  C.  Everett  Koop  called  for  major  emphasis  on  public  health  and 
predicted  that  "the  current  health  care  system  will  collapse  without  more  effective  disease 
prevention  and  health  promotion." 

If  we  are  to  move  toward  a  truly  effective  public  health  system,  we  must  define  public 
health  issues  that  are  appropriate  to  current  needs.  This  includes  traditional  prevention  and 
sanitation  activities  as  well  as  such  activities  as  development  of  emergency  medical  systems, 
substance  abuse  control  (especially  tobacco  and  alcohol)  and  appropriate  health  education 
activities.  To  do  this,  we  have  to  determine  ways  that  the  public  health  community  and  the 
private  medical  community  can  recognize  their  need  for  each  other.  The  history  of  this 
relationship  is  not  encouraging.   We  have  seen  mistrust,  misunderstanding  and  sometimes 
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open  hostility.  Clinicians  have  seen  public  health  people  as  impractical  dreamers,  and  public 
health  professionals  have  looked  upon  clinicians  as  being  self-centered  and  short-sighted. 
We  must,  however,  move  beyond  those  superficial  judgements  and  recognize  the  legitimate 
contribution  that  each  group  has  to  make.  More  importantly,  we  must  recognize  that  we 
face  major  problems  and  that  neither  group  can  effectively  deal  with  them  without  the  help 
of  the  other. 

In  this  context  state  government  can  play  a  vital  role  by  involving  private  providers 
in  public  health  programs  and  by  demonstrating  the  benefits  that  can  accrue  to  individual 
patients  from  effective  public  health  programs. 

Health  Professionals'  Education 

State  government  has  always  supported  professional  education,  but  it  is  clear  that  we 
must  do  more.  The  state  has  a  vital  interest  in  seeing  that  we  have  adequate  numbers  of 
the  right  types  of  professionals.  If  this  is  to  happen,  state  sponsored  schools  and  programs 
must  respond. 

Those  who  suggest  that  professional  education  is  a  passive  process  with  no 
responsibility  for  the  outcome  are  short-sighted.  The  state  has  a  right  to  expect  schools  to 
develop  programs  to  respond  to  the  needs  of  the  state,  and  schools  have  a  right  to  expect 
adequate  state  funding.  I  believe  we  have  seen  deficiencies  on  both  sides  of  that  equation, 
but  I  believe  we  are  beginning  to  see  real  commitment  on  the  part  of  professional  schools 
(some  more  than  others)  to  try  to  respond  to  the  desperate  needs  for  health  professionals 
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in  underserved  areas.  This  must  be  supported,  in  return,  with  adequate  resources  from  the 
state  to  allow  them  to  do  the  job. 

In  a  paper  of  major  significance  entitled  "Academic  Medicine  as  a  Public  Trust",  Dr. 
Steven  Schroeder,  current  president  of  the  Robert  Wood  Johnson  Foundation  said,  "In 
addition  to  external  factors  such  as  technology,  reimbursement,  and  life-style,  a  number  of 
biases  in  the  current  model  of  medical  education  seem  to  favor  the  production  of  specialists 
as  opposed  to  generalists.  These  biases  include  faculty  role  models,  the  hospital-based 
nature  of  clinical  training  of  medical  students  and  residents,  and  the  funding  of  graduate 
medical  education  through  teaching  hospitals.  To  the  extent  that  geographic  and  specialty 
maldistribution  of  physicians  contribute  to  national  problems  of  excessive  medical  costs, 
inadequate  health  status,  poor  quality,  and  insufficient  access  to  medical  care,  the 
responsibihty  for  addressing  these  problems  falls  to  academic  medical  centers." 

This  means  that  we  must  get  the  right  people  into  our  professional  schools.  That 
involves  active  recruitment  and  selection  policies.  We  must  create  an  environment  that  is 
conducive  to  the  selection  of  the  specialties  in  need.  In  medicine  this  is  clearly  primary  care. 
We  must  do  all  we  can  to  see  that  practice  in  those  areas  of  need  is  viable,  attractive  and 
professionally  rewarding.  We  can't,  and  should  not  try  to,  dictate  students'  choices,  but  1 
believe  we  can  do  much  more  than  we  have  been  doing  to  attract  them  into  areas  where 
they  are  so  badly  needed. 

Licensure  and  Regulation 

Licensure  and  regulation  have  always  been  a  government  responsibility  and  will 
confinue  to  be  so.   I  think,  however,  that  we  must  take  a  hard  look  at  the  impact  of  these 
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activities.  With  regard  to  the  state  role,  I  am  fully  aware  that  many  of  these  activities  are 
mandated  by  federal  regulations.  Nonetheless,  the  state's  role  in  implementation  is  a  potent 
one.  In  spite  of  my  concern  about  the  negative  effects  of  regulation,  I  am  not  an  advocate 
of  total  deregulation.  I  beheve  the  savings  and  loan  debacle  is  clear  evidence  of  what  can 
develop  when  regulation  is  ineffective  and  inadequate. 

However,  I  would  submit  that  much  of  current  regulation  is  1)  irrelevant  to  good 
care,  2)  costly,  and  3)  damaging  to  the  morale  and  commitment  of  providers.  I  would 
suggest  that  telling  experienced  nurses  that  they  can't  break  pills  in  half  because  only 
pharmacists  can  do  so  accurately,  or  that  they  have  to  call  a  physician  each  time  a  patient 
falls,  regardless  of  whether  there  is  any  evidence  that  the  person  is  injured,  is  demeaning  to 
them  as  professionals  and  destructive  in  terms  of  their  interest  and  willingness  to  carry  out 
an  already  difficult  job. 

Regulation  is  necessary.  However,  to  be  effective,  regulations  must  have  direct  and 
identifiable  correlations  with  improved  outcomes.  In  addition,  they  must  be  applied  in  a 
manner  which  recognizes  the  contributions,  dedication  and  legitimate  needs  of  the 
professionals  and  facilities  being  evaluated.  All  too  often  regulations  have  been  developed 
on  the  basis  of  assumptions  rather  than  hard  data  and  they  have  been  applied  in  an 
inconsistent  and  insensitive  fashion.  The  outcome  is  costly  financially,  but  more  costly  in 
terms  of  the  disillusionment  and  game-playing  which  it  evokes-both  of  which  are  detrimental 
to  good  patient  care. 

In  this  regard  I  think,  in  all  seriousness,  that  we  can  learn  from  the  failures  of  central 
planning  in  the  Soviet  Union  and  eastern  Europe.  The  downfall  of  these  systems  resulted 
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directly  from  the  tremendous  inefficiency  which  developed  when  they  ignored  and  stifled 
individual  initiative  and  judgement.  Health  care  is  far  more  dependent  on  individual 
initiative  and  judgement  than  is  the  production  of  steel  and  wheat.  With  that  in  mind,  I 
believe  it  is  crucial  that  we  be  constantly  aware  of  both  the  need  for  regulation  and  the 
damaging  effect  it  can  have. 

Not  all  bad  outcomes  can  be  prevented  and  not  all  mistakes  can  be  avoided.  As 
regulations  are  considered,  it  is  essential  that  their  scientific  basis  be  examined  and  their 
cost-both  in  dollar  terms  and  in  human  terms-be  considered.  As  they  are  applied,  it  is  vital 
that  we  not  lose  sight  of  the  fact  that,  with  only  a  few  exceptions,  health  care  providers  want 
to  give  good  care  and  that  if  we  want  to  improve  outcomes  we  must  facilitate,  not  interfere 
with,  that  basic  motivation.  In  this  regard,  I  would  highly  recommend  that  you  examine  (if 
you  have  not  already  done  so)  a  paper  by  Dr.  Donald  Berwick  entitled  "Continuous 
Improvement  as  an  Ideal  In  Health  Care".  Dr.  Berwick  compares  what  he  calls  the  "theory 
of  continuous  improvement"  where  individuals'  strengths  are  identified  and  reinforced  with 
what  he  calls  the  "theory  of  bad  apples".  In  the  latter,  quality  is  thought  to  be  best  achieve 
by  locating  the  bad  apples  and  punishing  them  or  removing  them.  He  puts  forth  a  highly 
convincing  argument  that  the  "bad  apple"  approach  is  ineffective,  inefficient  and  in  the  long 
run  highly  destructive. 

Responsible  regulation  is  not  easy  and  requires  the  exercise  of  substantial  amounts 
of  both  judgement  and  restraint.   It  is  difficult,  but  it  can  be  done. 
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System  Building 

Finally  and  most  importantly,  we  must  focus  on  developing  systems  of  care. 
Individual  practitioners,  individual  hospitals  and  individual  health  agencies  are  incapable  of 
dealing  with  the  complexity  of  modem  health  care  unless  they  work  together.  Linkages, 
networks  and  cooperatives  are  far  more  important  than  they  have  ever  been.  That  does  not 
mean  that  autonomy  and  individual  responsibility  are  not  important-clearly,  they  are  as 
important  as  they  have  ever  been.  Nonetheless,  to  provide  a  full  range  of  quality  services 
requires  facilities  and  expertise  beyond  that  of  any  individual  practitioner  or  any  individual 
institution.  If  we  are  to  attract  providers  into  areas  of  need  where  positions  have  been 
difficult  to  fill,  we  must  be  sure  that  a  reasonable  support  system  is  in  place. 

What  is  the  state's  role  in  this?  I  believe  it  should  be  one  of  facilitating,  supporting 
and  encouraging.  The  state  cannot  dictate  the  structure  or  the  linkages  within  the  system. 
That  has  not  worked  in  the  past  and  would  not  work  in  the  future.  The  basic  initiative  and 
motivation  must  come  from  the  local  level.  The  state,  however,  must  have  a  sound 
understanding  of  where  and  what  the  needs  are  and  it  must  be  in  a  position  to  support  and 
assist.  State  Offices  of  Rural  Health  have  been  designed  with  this  concept  in  mind  and  they 
are  in  an  ideal  position  to  assist  with  these  developments. 

Conclusion 

In  summary  then,  I  believe  the  state  very  clearly  does  have  many  vital  roles  to  play. 
The  importance  of  those  roles  and  the  need  for  leadership  is  greater  than  ever  before.  In 
a  country  as  large  and  diverse  as  ours,  it  is  virtually  impossible  to  design  any  program  that 
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is  universally  applicable  to  the  whole  population.  In  such  a  setting,  the  appropriate  role  for 
the  states  is  to  modify  and  adjust  federal  programs  so  as  to  ensure  maximal  local 
effectiveness.  In  addition,  we  must  see  that  those  roles  which  states  have  traditionally  played 
are  implemented  in  an  efficient  and  effective  manner.  The  challenge  on  the  state  level  is 
to  mobilize  the  leadership  necessary  to  effectively  understand  and  carry  out  these 
responsibilities.  It  is  a  major  challenge,  but  one  that  we  must  meet  if  we  are  to  respond  to 
the  serious  problems  that  we  face. 
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RURAL  HEALTH  CARE  AND  SOCIETAL  COSTS:   A  CASE  STUDY 

Anthony  Wellever* 

I  was  rummaging  around  the  Pioneer  Square  area  of  Seattle  a  couple  of  months  ago 
and  I  stopped  into  a  place  called  "Ruby  Montana's  Pinto  Pony"  which  has  the  Pacific 
Northwest's  largest  collection  of  western  memorabilia  and  collector's  salt  and  pepper 
shakers.  There  I  found  a  postcard  with  an  "exotic  map"  of  the  United  States  featuring 
"towns  that  actually  exist".  What  I  particularly  liked  about  this  map  was  that  Jordan, 
Montana  was  on  the  map  representing  Montana,  but  towns  like  Billings,  Great  Falls  and 
Helena  were  not.  So  I  finally  found  a  map  of  the  United  States  with  towns  that  actually 
matter.  My  comments  today  will  focus  on  Jordan,  Montana,  but  they  could  just  as  easily 
apply  to  places  like  Crete,  North  Dakota  or  Bordeaux,  Wyoming, 

Jordan,  Montana  is  generally  not  widely  known,  but  in  some  circles  it  is  very  widely 
known.  For  example,  in  paleontological  circles,  Jordan  is  known  as  the  home  of 
Tyrannosaurus  Rex.  Two  of  the  most  perfect  Tyrannosaurus  Rex  fossils  that  have  ever  been 
found  in  the  world  were  discovered  in  the  Hell  Creek  area  just  north  of  Jordan.  The 
dinosaur  is  a  metaphor  for  an  organism  that  doesn't  adapt  to  change.  It  is  a  characterization 
that  is  not  entirely  fair,  because  although  dinosaurs  have  been  gone  for  some  60  million 
years,  they  lived  successfully  for  140  million.  By  contrast,  human  history  is  only  5,000  years 
old. 

Dinosaurs  are  among  the  most  successful  creatures  that  ever  lived,  but  most  people 
are  only  interested  in  how  they  died.    That  is,  most  people  other  than  paleontologists. 
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Paleontologists  want  to  know  how  they  lived  and  what  made  them  successful.  And  they've 
learned  a  considerable  amount.  They  know,  for  example,  that  there  are  at  least  three  stages 
of  dinosaur  development-that  they  became  more  biologically  complex  and  more  specialized 
in  natural  selection  and  better  suited  to  their  changing  environment.  So,  adaptation  and 
change  seems  to  be  the  primary  characteristic  that  helped  the  dinosaurs  survive  for  140 
million  years  and  helped  put  Jordan  on  yet  another  map.  But,  still  the  dinosaurs  died,  and 
no  one  is  quite  sure  why.  There  is  speculation  that  some  great  cataclysm  in  the  environment 
killed  not  only  the  dinosaurs  but  also  most  other  species  that  were  in  existence  at  that  time. 

We  may  be  on  the  verge  of  another  mass  extinction~in  health  care--an  extinction  of 
the  rural  hospitals  unless  we  do  something  very  soon.  Mass  extinctions  occur  when  there 
are  rapid  and  dramatic  changes  in  the  environment  and  an  organism  or  an  organization 
doesn't  have  the  time  to  adapt.  Well,  the  health  care  environment  has  changed  dramatically. 
Certainly,  the  environment  changed  since  1984  with  the  introduction  of  the  Prospective 
Payment  System  (PPS)  and  the  economics  and  sociology  of  the  rural  environment  has 
changed  as  well  in  the  last  10  -  15  years.  In  order  to  survive,  hospitals  are  going  to  have  to 
modify  their  environments,  to  the  extent  that  is  possible,  and  where  that  is  not  possible,  or 
in  conjunction  with  attempting  to  modify  their  environments,  their  organizations  are  going 
to  have  to  change. 

Well,  the  town  of  Jordan  learned  something  from  its  "dinosaurian"  predecessors  about 
adaptation,  change  and  survival.  These  are  lessons  that  are  being  applied  all  over  the 
country.  But,  before  I  talk  about  the  experiences  of  Jordan,  let  me  explain  the  dimensions 
of  the  health  care  problem  throughout  the  country,  because  hospitals  are  closing  not  only 
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in  places  like  Jordan  and  Ekalaka,  but  they  are  closing  all  over  the  country.  I  heard 
someone  earlier  this  year  describe  the  problem  with  rural  hospitals  as  "1,000  points  of 
plight". 


Figure  1.   Location  of  Closed  Hospitals  (Number  =  132) 


Between  1980  and  1989  there  were  250  rural  hospital  closures.  That  number  has 
increased  steadily  since  1984  which  was  the  first  year  that  the  effects  of  the  PPS  were  felt. 
Figure  1  shows  132  of  the  250  rural  hospitals  that  closed-it  is  not  all  of  the  hospitals  that 
closed  in  the  United  States-but  it  is  representative  of  the  distribution  of  rural  hospitals.  No 
part  of  the  country  is  immune  to  closures.  As  you  can  see,  most  of  the  closures  are  from 
areas  east  of  the  Mississippi.    That  is  only  a  function  of  their  being  somewhat  closer 

43 


together.  There  are  more  hospitals  east  of  the  Mississippi  and  because  there  are  more 
hospitals  and  they  are  closer  together,  the  effects  of  closure  are  not  as  dramatic  as  closures 
West  of  the  Mississippi.  As  you  can  see,  almost  every  state  has  had  at  least  one  hospital 
closure;  a  few  exceptions  are  Wyoming  and  Utah  and  Nevada. 

Why  are  rural  hospital  closures  important?  Why  should  we  care  about  a  rural 
hospital  closing?  Well,  there  are  several  reasons.  The  first  is  because  the  closure  of  a  rural 
hospital  impedes  access  to  care.  Rural  America  is  not  a  particularly  safe  place  to  live  and 
work.  The  major  industries  in  rural  areas-mining,  timber  and  agriculture-have  higher 
occupational  death  rates  due  to  accidents  than  most  other  industries.  Non-occupational, 
accidental  deaths  are  also  higher  in  rural  areas  than  they  are  in  urban  areas  and  may  be 
attributed  to  travel.  There  are  increasingly  large  numbers  of  elderly  and  poor  people  in 
rural  areas  who,  if  hospitals  close,  are  forced  to  travel  to  seek  care.  These  people  are  less 
able  than  some  other  people  to  travel  to  other  locations.  The  rising  unemployment  and 
declining  economy  of  a  great  number  of  rural  areas  adds  stressors  and  pathogenic  effects 
to  the  population  in  rural  areas.  The  loss  of  a  hospital  also  might  mean  the  loss  of 
emergency  services,  increasing  the  time  to  travel  to  the  next  nearest  institution.  And,  finally, 
the  loss  of  a  hospital  might  mean  the  loss  of  a  physician  in  the  community  which  might  lead 
to  the  loss  of  other  institutional  providers  in  that  community  such  as  the  nursing  home. 

Another  facet  of  the  closure  of  a  rural  hospital  is  the  cost  of  care.  If  care  is  not 
provided  locally,  it  would  likely  be  provided  at  a  larger  urban  hospital,  perhaps  at  greater 
cost.  Even  if  the  cost  is  not  greater  at  the  urban  facility,  there  are  social  costs  of  travel  time, 
housing,  meals  for  the  person  who  accompanies  the  patient  to  the  urban  area,  loss  of 
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productivity  for  the  person  who  accompanies  the  patient  and  so  forth.  All  of  these  factors 
have  costs  associated  with  them.  Generally  these  costs  are  not  bom  by  third  parties,  but  are 
bom  by  the  patients  themselves. 

There  are  also  economic  and  social  effects  of  the  hospital  closure  on  the  community 
itself.  The  hospital  is  the  largest  employer  or  one  of  the  two  or  three  largest  employers  in 
the  community;  it  is  certainly  the  largest  employer  of  women,  and  as  an  employer  of  women, 
it  provides  either  a  second  income  to  a  family  or  provides  the  sole  income  for  a  single  head 
of  a  household.  If  a  woman  loses  her  job  when  the  hospital  closes,  she  is  less  hkely  to  find 
employment  in  the  community  than  a  man  might  be  simply  because  there  are  not  as  many 
employment  opportunities  available  to  them  in  small  mral  areas.  If  this  loss  of  family 
income  is  so  dramatic  that  the  family  chooses  to  quit  the  community,  the  obvious 
consequence  of  that  is  loss  of  population,  a  loss  of  tax  revenue,  and  decrease  in  community 
income. 

It  is  also  harder  to  attract  new  businesses  and  new  employees  to  a  community  if  it 
does  not  have  a  hospital  and  it  certainly  is  more  difficult  to  establish  a  human  services 
network  in  a  community  if  it  does  not  have  a  hospital  as  an  anchor. 

Why  do  hospitals  close?  There  are  a  number  of  reasons  why  hospitals  close.  The 
easy  answer  would  be  to  say  that  there  are  too  few  patients,  too  few  doctors  and  too  little 
money.  But  that  answer  is  just  too  easy.  Most  of  the  studies  that  have  looked  at  hospital 
closures  in  the  past  have  looked  at  structural  characteristics  of  hospital  closures:  size  of  the 
hospital,  ownership,  things  of  that  nature. 

In  1989  the  American  Hospital  Association  attempted  to  gain  some  insight  into  the 


45 


actual  process  of  closure  by  interviewing  the  administrators  of  every  rural  hospital  that 

closed  in  1987  and  they  asked  these  questions: 

o  What  is  the  time  span  between  the  administrator's  awareness  of  the 

closure  and  the  actual  event? 

o  What  indicators  existed  before  closure? 

o  Who  are  the  most  influential  persons  or  groups  making  the  decision  to 

close? 

o  What  has  happened  to  the  facility  since  closure  and  how  did  the 

closure  affect  the  community? 

Well,  within  the  last  two  weeks  or  so  the  WAMI  Rural  Health  Research  Center, 
University  of  Washington,  has  released  a  case  study  called  "Causes  and  Consequences  of 
Small  Hospital  Closures  From  the  Perspective  of  Mayors".  They  asked  many  of  the  same 
questions  of  mayors  that  the  American  Hospital  Association  asked  of  hospital  administrators. 
The  difference  between  the  two  studies  is  that  the  American  Hospital  Association  asked  the 
administrators  a  list  of  questions  for  a  single  year  (1987),  and  the  WAMI  study  questioned 
mayors  in  all  rural  communities  that  closed  between  1980  and  1989.  So  the  WAMI  study 
included  a  good  number  more  facilities  than  that  of  the  American  Hospital  Association 
(AHA).    I  think  that  it  is  interesting  to  compare  the  results. 

What  was  the  time  that  a  closure  was  apparent  to  administrators  before  the  hospital 
was  actually  closed?  Almost  70%  had  at  least  6  months  warning  and  almost  half  had  almost 
a  year  or  more  notice  before  the  hospital  actually  closed.  [Figure  2.]  Although  it  is  not 
reflected  in  the  figure,  smaller  hospitals  which  AHA  describes  as  50  beds  and  under,  had  an 
average  of  8.2  months  advance  notice,  while  larger  hospitals  had  23.9  months  notice-almost 
2  years  notice-that  the  hospital  was  going  to  close.  The  longer  that  an  administrator  worked 
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LENGTH  OF  TIME  HOSPITAL 
CLOSURE  WAS  APPARENT  TO 

THE  ADMINISTRATOR                          f 

Months 

Number  of 
Administrators 

Percjent  of 
Total 

<1 

2 

6.9 

1 

3 

10.3 

2 

2 

6.9 

3 

1 

3.5 

4 

1 

3.5 

5 

0 

0.0 

6 

5 

17.2 

7-9 

1 

3.5 

10-12 

7 

24.1 

13-24 

5 

17.2 

>25 

2 

6.9 

Total 

29 

100.0 

Figure  2. 
at  a  facility  the  sooner  he  knew  that  it  would  close.  The  average  notice  for  an  administrator 
who  worked  at  the  facility  for  less  than  a  year  was  5.5  months-it  would  have  to  be  less  than 
12,  so  5  months  is  not  a  surprising  figure.  But  for  those  who  worked  at  the  facility  for  over 
5  years,  the  average  amount  of  time  is  18.8  months,  a  little  longer  than  a  year  and  a  half. 
The  key  indicators  that  existed  before  closure  were:  insufficient  cash  flow  to  meet 
current  obligations  (the  number  one  reason  cited  by  administrators)  and  a  large  number  of 
employee  layoffs  was  another  indicator.  [Figure  3.]  Laying-off  employees  is  a  strategy  to 
cope  with  insufficient  cash  flows.  Large  bad-debt  ratios  is  another  indicator  and  can  be 
either  a  function  of  poor  collection  policies  or  a  reflection  of  something  else  that  is 
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II 

KEY  INDICATORS  EXISTING 

BEFORE  HOSPTTAL  CLOSURE 

Indicators 

Number  of  Administrators 

Percent  Reporting 

Insufficient  Cash  Flow 

to  Meet  Current 

25 

86.2 

Obligations 

Large  Number  of 

Employee  Lay-o££s 

18 

62.0 

High  Bad-Debt  Ratio 

12 

4L2 

Dissolution  of  High- 

Ranking  Managerial 

9 

31.0 

Positions 

Refusal  of  Acquisition  by                               5 

17.2 

System 

Numerous  Contested 

5 

17.2 

Reimbursements 

Precipitous  Drop  in 

5 

17.2 

Investor  Company's 

Stock 

Figure  3. 
happening  in  that  rural  community,  such  as  the  closure  of  a  major  employer.   Dissolution 

of  high-ranking  managerial  positions  is  also  identified  as  an  indicator  and  points  to  the 

possibility  of  rats  deserting  a  sinking  ship.  If  there  is  18  months  or  two  years  notice,  some 

of  the  folks  begin  to  look  for  other  suitable  employment.  Also  listed  as  a  key  indicator  are 

numerous  contested  reimbursements  from  Medicare.  These  are  denials  of  payments  from 

Medicare  after  care  has  already  been  rendered.  The  other  features  identified  don't  really 

apply  too  much  in  Montana,  for  example,  refusal  of  acquisition  by  systems. 

Some  of  the  other  factors  that  were  indicated  in  the  survey  results  (shown  in  detail 
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in  Table  A  page  61)  are  summarized  below. 

o  Fewer  admissions  (which  are  fairly  obvious) 

o  Annual  operating  losses 

o  Competition  of  other  hospitals 

o  Reduced  size  of  the  medical  staff.  (This  is  the  first  time  that  we 

see  any  mention  of  professional  shortages  affecting  closure. 

About  65%  or  two-thirds  of  the  respondents  said  that  was  an 

issue.) 
o  Lack  of  Generosity  of  the  Medicaid  Program  (Medicaid  as 

opposed  to  Medicare) 
o  Lack  of  competency  of  top  management 

o  Service  cutbacks  from  Medicare. 

o  Unprofitable  ancillary  services 

o  Loss  of  key  hospital  staff 

When  the  mayors  were  asked  the  same  questions,  their  responses  were  a  little 
different.  (Table  B  page  62)  The  mayors  said  that  the  government  reimbursement  policies 
were  the  primary  culprit,  general  financial  problems  were  the  second  major  reason  for 
hospital  closures  and  physician  shortages  was  the  third.  They  also  listed  poor  hospital 
management  and  structural  problems  fairly  high  on  the  list.  (Structural  problems  refer  to 
low  population,  poverty  and  so  forth.) 

Because  these  conditions  exist  all  over  America,  the  mayors  were  asked  the  question: 
Why  did  your  hospital  close  while  the  hospitals  down  the  road  remained  open?  Their  first 
response  was  "poor  hospital  management  and  poor  quality  of  physicians",  and  second, 
"structural  problems"  or  "our  county  is  different  than  the  county  down  the  road.  We  are 
more  depressed  economically. . ."  and  things  of  that  nature.  The  physician  shortage  was  also 
referred  to.  (Tables  C  and  D  pages  63  and  64) 

When  the  administrators  were  asked  who  makes  the  decisions  to  close  the  hospital 
their  responses  were  fairly  interesting.   Ultimately,  its  the  governing  board  of  the  hospital 
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who  makes  the  decision,  but  the 
impetus  can  come  from  many 
different  sources.  [Figure  4]  There 
are  other  important  persons  who 
help  provide  information  on  the 
closure  of  the  hospital,  for  example 
the  administrators.  Essentially,  the 
first  four  listed  here  have  about  the 
same  percentage.  So  we  are  looking 
at  the  Chief  Executive  Officer,  the 
local  board,  Medicare  and  Medicaid 
programs,  and  physicians.  Then  last, 
we  drop  down  to  the  community. 

Along  with  the  school,  the 
hospital    is    one    of    the    largest 


INFLUENTIAL  PERSONS  OR  GROUPS 

DECIDING 

HOSPITAL  CXOSURE 

Person/Groups 

Number  of 
Administrators 

Percent 
Reporting 

CEO  and/or 
Administrator 

15 

5L7 

Local  Board  of 
Hospital 
Directors 

14 

48.2 

Medicare  and 
Medicaid 
Programs 

14 

48.2 

The  Physicians 

14 

48.2 

The 
Community 

11 

37.9 

System  Board 
of  Directors 

9 

31.0 

State  &  Local 
Government 

7 

24.1 

Union 

I 

3.4 

Figure  4. 


buildings  in  town.  What  do  you  do  with  a  closed  hospital?  Well,  the  administrators'  group 
reported  that  52%  of  communities  were  making  no  use  of  the  facility  at  all,  17%  were  using 
it  as  a  long-term  care  facility,  but  some  may  have  used  the  building  as  a  long-term  care 
facility  prior  to  the  hospital  closure  (Table  E  page  65).  So  this  may  not  be  a  new  use  of  the 
building.  Another  17.2%  are  using  it  is  an  ambulatory  care  clinic.  10%  are  using  it  as  a 
long-term  care  facility/ambulatory  care  clinic  and  the  remaining  3.5%  are  using  it  for 
multiple  purposes. 
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The  same  question  was  asked  of  the  mayors--once  again  for  hospitals  that  closed 
between  1980  and  1989,  a  much  longer  period  of  time.  The  results  reveal  38%  of  the 
buildings  were  vacant,  25%  were  run  as  ambulatory  clinics,  17.4%  as  nursing  homes,  7.6% 
as  emergency  rooms  (perhaps  these  are  freestanding  urgent  care  centers).  They  are  also 
used  for  non-health,  public  activities  and  for  non-health  private  activities.  They  are  used  for 
alcohol  rehabilitation  clinics  and  in  1%  of  the  cases  the  building  was  actually  destroyed. 
(The  detailed  results  are  given  in  Table  F  page  65.) 

When  asked  to  rate  the  impact  of  hospital  closure  on  the  community,  31%  of  the 
administrators  said  that  the  effects  were  positive,  that  the  area  was  overbedded  and  that  the 
facilities  were  inadequate  so  closure  was  a  positive  thing.  [Figure  5]  Overwhelmingly,  70% 
said  that  it  would  have  a  negative  effect  on  the  community.  Now  the  reasons  that  they  cited 
for  the  negative  aspects  of  closure  were  the  large  number  of  elderly  who  lost  access  to 
hospital  services,  the  economic  consequences  to  the  community,  the  entire  service  population 
lost  access  (not  just  the  elderly  in  the  community),  that  the  community  will  have  greater 
difficulty  treating  trauma  patients,  that  a  number  of  physicians  will  be  forced  to  move  to 
other  communities  and  so  on. 

This  same  question  was  asked  of  the  mayors.  [Figure  6  page  53]  The  number  one 
responses  were:  loss  of  services-people  in  the  community  must  travel  further  and,  as  a 
result,  experience  adverse  economic  effects.  But  63.4%  (which  is  the  highest  rating  of 
mayors)  listed  economic  effects  as  major  negative  effects  on  hospital  closures.  For  the  first 
time,  we  also  see  an  expression  by  the  mayors  of  lower  community  moral  or  community  self- 
worth  having  been  affected  by  the  closure  in  hospitals.    Loss  of  physicians  is  also  noted. 
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IMPACT  OF  HOSPITAL  CLOSURE  ON  THE  COMMUNITY 
(ADMINISIRATORS'  RESPONSES) 

Overall  Impact  on 
Community 

Numlier  of  Administrators 

Percent  Total 

Negative 

20 

69.0 

Positive 

9 

31.0 

Total 

29 

100.00 

Negative  Aspects 

Number  of  Administrators 

Percent  Reporting 

Large  Number  of  Elderly  Lost 
Hospital  Access 

21 

72.4 

Economic  Consequences  to 
the  Community 

21 

72.4 

Entire  Service  Area  of 
Patients  Lost  Hospital 
Access 

18 

62.1 

Community  Will  Have 
Greater  Difficulty  Treating 
Trauma  Patients 

13 

44.8 

A  Number  of  Physicians  Will 

be  Forced  to  Move  to 
Other     Communities 

12 

41.4 

High  Number  of  Indigent 
Lost  Hospital  Access 

10 

34.5 

Hospital  Had  Trained  Nursing 
Students 

5 

17.2 

Hospital  Had  Trained 
Medical  Residents 

1 

3.4 

Figure  5. 

And  6%  of  the  mayors  responded  that  there  were  only  positive  effects  to  closure,  no 
negative  effects. 

And,  finally,  the  administrators  were  asked  to  estimate  how  far  patients  have  to  travel 
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to  receive  health  care  services.  [Figure  7 
page  54]  If  hospitals  were  to  close  in 
Montana  we  would  be  in  the  lower  group, 
the  30-34  and  35-plus  miles.  As  you  can 
see,  25%  of  the  hospitals  that  closed  in 
1987  were  in  that  range. 

In  an  attempt  to  forestall  closures  on 
the  basis  of  the  American  Hospital 
Association  study,  the  AHA  proposed  four 
strategies  to  prevent  closures: 


1.  Match  appropriate  new  services 
with  community  need; 

2.  Affiliate  with  referral  center  to 
attain  access  to  valuable 
specialists  in  return  for 
referrals; 

3.  Join  a  multihospital  system;  and 

4.  Convert  to  noninpatients 
services. 


Figure  6. 

The  hospital  in  Jordan  closed  before 
it  could  take  advantage  of  these  strategies  to  forestall  closure,  but  the  community  of  Jordan 
synthesized  these  four  strategies  into  a  single  provider  type  that  is  in  the  process  of  creating 
a  rural  health  network. 


NEGATIVE  EFFECTS  OF 

HOSPITAL  CLOSURES 

(MAYORS'  RESPONSES) 

1980-1988 

Closure 
Effects 

%  First 
listed 

%  Listed 

1st,  2nd,  or 

3rd 

Loss  of 
services, 
quality  and 
health 

34.7 

56.4 

Must  travel 
farther 

33.7 

«... 

Economic 
effects 

18.8 

63.4 

Lower 

community 

morale 

4.0 

13.9 

Lost 
physicians 

3.0 

11.9 

Only  positive 
effects 

5.9 

5.9 

Other 

0.0 

2.0 

Total 

100.0 
101 

NA 
101 

Number  of 
Respondents 

NA  =  not  applicable 
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ESTIMATED  DISTANCE  TO  THE  NEAREST  HOSPITAL  WHERE  FOKMfcJt  PAl  lEN  IS  ARE 

LIKELY  TO  GO  FOR  CARE 

Estimated  Distance  in 

Miles 

Number  of  Administrators 

Percent  of  Total 

0-4 

4 

13.8 

5-9 

4 

13.8 

10-14 

5 

17.3 

15-19 

3 

10.3 

20-24 

5 

17.3 

25-20 

1 

3.4 

30-34 

3 

10.3 

35-(- 

4 

13.8 

Total 

29 

100.0                     1 

Figure  7. 

In  1986  Garfield  Community  Hospital  in  Jordan  closed  because  it  lost  its  only 
physician.  It  was  not  successful  in  recruiting  another  one.  The  state  licensure  rules  (which 
are  the  same  as  the  Medicare  conditions  of  participation  for  a  hospital)  say  that  every 
patient  must  be  under  the  care  of  a  doctor.  Because  they  were  unsuccessful  in  recruiting 
a  doctor,  the  hospital  closed.  Persons  needing  hospital  care  in  Jordan  have  the  option  of 
traveling  a  minimum  of  an  hour  and  a  half  to  Miles  City,  two  and  a  quarter  to  two  and  a 
half  hours  to  Lewistown,  or  1  hour  to  Circle  for  quality  care.  Well,  the  hospital  may  have 
closed,  but  it  wasn't  a  dead  issue.  The  community  swung  into  action.  At  the  same  time  the 
hospital  closed  there  was  a  task  force  at  the  State  Department  of  Health  and  Environmental 
Science  that  was  looking  into  liberalizing  the  conditions  of  participation  for  small  hospitals. 
It  was  also  looking  for  a  unique  reimbursement  methodology  for  small  hospitals.  The  group 
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was  talking  about  coming  up  with  a  plan  and  then  attempting  to  get  the  Health  Care 
Financing  Administration  to  finance  a  demonstration  project  in  Montana. 

Senator  Weeding  heard  about  the  work  of  the  task  force  and  took  the  work  in 
progress  and  fashioned  it  into  the  Medical  Assistance  Facility  Bill.  Townspeople  from 
Jordan  traveled  a  640  mile  round  trip  in  February  1987  to  Helena  to  testify  before  the 
House  Committee  that  was  hearing  this  bill.  Their  representation  and  the  representation 
of  Senator  Weeding  was  successful  and  the  bill  passed  and  the  Medical  Assistance  Facility 
Bill  created  the  first  state  sponsored  alternative  model  hospital  in  the  United  States.  Since 
that  time,  it  has  been  followed  by  alternative  models  in  Wyoming,  California,  Washington, 
Colorado,  Florida  and  as  Jeff  Human  said  earlier,  it  is  the  forerunner  of  an  alternative 
model  known  as  Rural  Primary  Care  Hospital  (RPCH)  that  is  being  developed  by  the 
federal  government. 


What  is  a  Medical  Assistance  Facility 
(MAF)?  Well,  perhaps  it  is  best  described 
by  the  statute  and  rules.  The  statute  says 
that  the  Medical  Assistance  Facility  is  a 
category  of  licensure  that  provides  low- 
intensity,  short-term  care  to  inpatients. 
That  is  very  much  like  the  definition  of  a 
hospital,  but  there  is  a  service  limitation. 
The  limitation  is  that  the  care  that  is 
provided  in  the  MAF  cannot  exceed  96 


MEDICAL  ASSISTANCE 
FACILITY 

BY  STATUTE 

A  Medical  Assistance  Facility 
(MAF)  is  a  category  of  licensure 
that  provides  low-intensity, 
short-term  care  to  inpatients. 

*  96-hour  limit  on  length  of 
stay 

*  Fewer  than  6  residents  per 
square  mile 

or 

*  35  miles  from  next  hospital 
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hours,  which  is  four  days.  The  patient  has  to  be  admitted  and  discharged  within  4  days  or 
admitted  and  transferred  to  a  full  service  hospital  within  that  period  of  time.  Another 
limitation  is  that  in  order  to  be  a  Medical  Assistance  Facility  in  Montana  the  facility  must 
be  located  in  a  county  that  has  fewer  than  6  residents  per  square  mile  or  is  more  than  35 
miles  from  the  next  hospital.  This  is  just  a  definition  of  what  a  Medical  Assistance  Facility 
is.  The  licensure  rules  flesh-out  that  definition  to  a  greater  degree.  When  the  proposed 
rules  were  discussed  at  a  public  hearing  in  Helena,  once  again,  the  townspeople  of  Jordan 
traveled  to  Helena  for  the  hearing  to  provide  public  testimony.  In  particular,  April  Milroy 
and  Ken  Coulter,  who  are  County  Commissioners  provided  testimony. 

The    licensure    rules    say    that    a 
Medical  Assistance  Facility  must  have  at 


MEDICAL  ASSISTANCE  FACILITY 
UCENSURE  RULES 


least  one  physician  on  the  medical  staff.  «  Medical  stafT--l  doctor,  use  of 

mid-Ievei  practitioners 

However,  that  physician  doesn't  have  to  be 

*  Staffing  •-  Zero  Census  days 

present  in  the  community  at  all  times.  The  "  ^\  *  ^°"^ '  ^^^ 

^  ■>  ..  Multi-competency 

personnel 

rules    allow   a    mid-level    practitioner,    a 

•  Transfer  Agreements  —  Hospital, 
physician's  assistant  or  nurse  practitioner.  Skilled  Nursing  Facilities, 


and  Home-help  Agencies 
*   Services 


with  due  consultation  from  a  physician,  to 

admit,  treat  and  discharge  patients  from  a  •  Quality  Assurance 

Medical  Assistance  Facility. 

The  current  licensure  rules  for  hospitals  and  physicians  in  the  State  of  Montana  for 
Medicare  say  that  you  have  to  staff  a  facility  regardless  if  there  are  patients  in  the  facility 
or  not.    The  MAF  rules  say  you  only  have  to  staff  a  facility  if  there  are  patients  in  the 
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facility,  with  the  exception  of  the  emergency  room.  (You  have  to  provide  24-hour  access  to 
emergency  services.)  The  conditions  of  participation  and  the  rules  for  Montana  hospitals 
say  that  in  order  to  operate  a  hospital  you  have  to  have  24-hour  a  day  registered  nurse 
coverage.  With  a  Medical  Assistance  Facility  you  only  have  to  have  8  hours  of  registered 
nurse  coverage  at  a  minimum.  Now,  if  someone  wants  to  provide  more  than  8  hours 
registered  nurse  coverage,  then  they  are  certainly  at  liberty  to  do  so.  There  are  also 
provisions  for  use  of  multi-competency  personnel;  these  are  people  who  are  trained  to  do 
both  laboratory  services  and  x-ray  services. 

Medical  Assistance  Facilities  must  have  transfer  agreements-  formal,  written  transfer 
agreements  with  full  service  hospitals,  skilled  nursing  facilities  and  home-help  agencies.  This 
begins  to  create  a  network  in  rural  areas  and  frontier  areas  both  for  higher  level  care  and 
also  for  lower  levels  of  care. 

The  licensure  rules  specify  which  services  are  to  be  mandatory  and  which  services  are 
to  be  optional  in  Medical  Assistance  Facilities.  Finally,  to  protect  the  health  and  safety  of 
people,  the  rules  specify  that  quality  assurance  programs  be  in  place. 

The  types  of  services  that  will  be  provided  at  Medical  Assistance  Facilities  are  those 
that  will  provide  care  to  patients  with  low  intensity,  acute  illnesses  on  a  short-term,  inpatient 
basis.  These  will  be  mostly  low  intensity  diseases  and  disorders  of  the  circulatory  system, 
respiratory  system  and  the  digestive  system. 

Well,  after  the  Medical  Assistance  Facilities  bill  was  passed,  after  the  licensure  rules 
were  finally  approved,  Jordan's  problems  still  weren't  all  solved.  In  the  first  place,  there 
were  restrictions  on  the  practices  of  physician's  assistants  and  nurse  practitioners,  and  in  the 
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second      place,      the      Health      Care 

MEDICAL  ASSISTANCE  FACIUTIES 

Financing     Administration     did     not  SERVICES 

recognize  Medical  Assistance  Facilities. 

Will     treat     patients     witi)     low 
Once  again,  the  community  swung  into  intensity,  acute  illnesses  on  sliort- 

teria  inpatient  l»si$. 


Mostly      medical      diseases      and 
disorders  of: 

•  Circulatory  system 

•  Respiratory  system 

•  Digestive  system 


action.  The  physician's  assistant  that 
the  community  had  recruited,  and  other 
physician's  assistants  from  around  the 
state,  worked  with  Senator  Weeding  to 
amend  their  practice  law  to  allow  for 

limited  prescriptive  authority.  County  Commissioner  and  former  hospital  Board  member. 
Ken  Coulter,  volunteered  his  time  to  lobby  the  bill  through  the  legislature  for  the  Montana 
Physician's  Assistants  at  no  cost.  He  traveled  to  Helena  several  times  to  work  on  the  bill. 
County  Commissioner  and  Board  member,  April  Milroy,  worked  with  the  Montana  Hospital 
Association  to  obtain  a  demonstration  project  and  a  waiver  application  from  the  Health 
Care  Financing  Administration.  The  Hospital  Association  received  approval  two  years  ago 
for  the  demonstration  project  and  was  reauthorized  just  in  the  last  two  or  three  weeks  for . 
another  year  of  funding.  We  are  still  waiting  on  the  waiver  authority.  Our  latest 
understanding  is  that  the  waiver  is  in  the  budget  package;  who  knows  when  we  will  have 
a  budget?   When  we  have  a  budget,  we  should  also  have  a  waiver  for  this  project." 

Because  change  does  not  come  easily  at  the  federal  level,  there  is  still  not  a  Medical 
Assistance  Facility  operating  in  Jordan.  We  are  optimistic  that  there  will  be  one  by  the  end 


'The  budget  did  pass  and  waiver  authority  has  been  granted. 
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of  the  year  or  by  the  very  latest,  the  first  of  the  year.  When  one  is  created  it  will  be  a 
testament  to  the  people  of  Jordan.  They  would  not  accept  that  their  neighbors  would  be 
without  access  to  essential  health  care  services  simply  because  their  hospital  did  not  match 
perception  of  what  a  hospital  is  in  Washington,  D.C.  They  set  about  to  create  a  unique 
model,  and  in  the  process  they  changed  how  people  all  around  the  country  are  thinking 
about  rural  health  delivery. 

The  hospital  in  Jordan  adapted  to  change  by  developing  a  new  type  of  organization-- 
an  organization  that  is  more  attuned  to  its  environment.  It  has  spawned  a  wave  of 
alternative  model  development  across  the  country.  Rosenberg  Associates  is  working  with 
three  states  (Kansas,  South  Carolina,  and  Alabama)  to  develop  alternative  models  and  other 
states  are  working  independently.  When  people  first  heard  about  Medical  Assistance  Facility 
concept  (two  years  ago  I  was  working  for  the  Montana  Hospital  Association)  we  used  to 
get  calls  on  a  daily  basis  saying,  "This  is  a  great  idea,  that's  exactly  what  we  have  been 
waiting  for." 

The  alternative  model  hospital  is  based  upon  the  premise  that  not  all  communities 
can  support  a  hospital.  By  support,  I  mean  that  they  can't  gamer  the  resources  necessary 
to  run  a  hospital.  Those  resources  are  primarily  money  and  personnel.  The  money  required 
to  run  a  hospital  is  largely  a  function  of  low  volumes  and  regulations.  At  low  volumes,  these 
hospitals  are  relatively  expensive  to  operate.  They  have  too  many  fixed  costs  and  too  few 
opportunities  over  which  to  spread  these  fixed  costs.  A  number  of  the  fixed  costs  are  caused 
by  regulations:  having  to  staff  the  facility  when  it  is  empty,  having  to  provide  24  hours  of 
registered  nurse  coverage,  having  more  standards  and  controls  in  the  laboratory  than  actually 
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performing  tests  on  patients.  Regarding  personnel,  some  small  hospitals  can't  recruit  doctors, 
and,  in  some  cases,  they  can't  recruit  nurses.  These  resources,  as  I  said,  are  required  by 
federal  and  state  regulations,  and  in  my  opinion,  they  need  to  be  changed. 

Change  requires  a  thorough  examination  of  why  we  do  the  things  we  do.  Regulations 
were  created  to  insure  public  health  and  safety  at  very  small  hospitals.  But  you  have  to 
realize  that  small  hospitals  aren't  doing  brain  surgery,  but  short-term  low  intensity  services, 
and  that  the  rules  were  written  for  the  average  hospital  of  about  150  beds  in  size.  The 
question  that  has  to  be  asked  is  "Do  the  rules  really  apply"?  If  they  don't,  they  should  be 
changed.  And,  if  the  rules  are  changed  to  fit  the  circumstances  as  they  exist,  then  the 
definition  of  the  hospital  that  they  support  has  to  change  as  well.  Then  it  may  no  longer  be 
a  full  service  hospital,  but  a  Umited  service  hospital.  But,  the  service  limitation  meets  the 
primary  health  care  needs  of  the  community  that  it  serves.  Those  needs  are  primary  and 
emergency  care,  and  low  intensity  inpatient  care  that  is  locally  accessible  at  affordable  prices. 
That  should  be  the  goal  of  a  rural  health  care  system.  Thanks  to  the  people  of  Jordan  who 
wouldn't  accept  the  closure  of  their  hospital,  we  have  a  model  that  will  make  that  goal  a 
reality. 
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TABLE  A  .-  OTHER  INDICATORS  RELATED  TO  HOSPITAL  CLOSURE 

Cause 

Number  or 
Administrators 

Percent  Reporting 

Fewer  Admissions 

28 

96.6 

Fewer  Days  of  Care 

28 

%.6 

Annual  Operating  Losses 

25 

86.7. 

Competition  from  Other 
Hospitals 

20 

69.0 

Reduced  Size  of  Medical 
Staff 

19 

65.5 

Lack  of  Generosity  of  the 
Medicaid  Program 

13 

44.8 

Lack  of  Competency  of 
Top  Management 

12 

41.4 

Service  Cutbacks  Arising 
from  Medicare 
Prospective  Pricing 

11 

37.9 

Employee  Cutbacks 
Arising  from  Medicare 
Prospective  Pricing 

10 

34.5 

Unprofitable  Ancillary 
Services 

10 

34.5 

Loss  of  Key  Hospital  Staff 

10 

34.0 

High  Numbers  of 
Uninsured  Patients 

9 

31.0 

Inability  or  Refasal  to 
Transfer  Unprofitable 
Patients 

5 

17.2 

Lack  of  Effective 
Utilization  Review 
Program 

5 

17.2 

Lack  of  Aggressive 
Marketing  of  Services 

5 

17.2 

Unfavorable  Decisions  by 
the  PRO 

4 

14.0 

General  Litigation 
Problems 

3 

10.3 

Physician  Malpractice  Suits 

3 

10.3 

Fraud 

1 

3.4 
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TABLE  C 


REASONS  LOCAL  HOSPITAL  CLOSED  WHILE  SIMILAR 

HOSPITALS  REMAIN  OPEN 

(198«-1988) 


Reasons 


Percentage 


Poor  hospital  management 

Poor  quality  and  unsupportive 
physicians 

Structural  problems 
(low  population,  etc) 

Physician  shortage 

Government  reimbursement 
policies 

Poor  finances 

Unsupportive  community 

Other 

Total 


27.2 

13.6 

13.6 
11.7 

8.7 
8.7 
1.9 

14.6 
100.0 


Number  of  respondents 


103 
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TABLE E 


PRESE>rr  USE  OF  FORMER 

1 

HOSPITAL  FACILITY 

(ADMINISTRATOR'S  RESPONSES)                   | 

Use 

Number  of 

Percent 

Adminis- 

of Total 

trators 

No  Use  Made  of 

Facility 

15 

5L8 

Long-Term  Care 

Facility 

5 

17.2 

Ambulatory  Care 

Clinic 

5 

17.2 

Long-Term  Care 

Facility/ 

Ambulatory  Care 

3 

10.3 

Clinic 

Long-Term  Care 

Facility, 

Ambulatory 

1 

3.5 

Surgery, 

Chemical 

Dependency 

Center 

Total 

29 

100.0 

TABLE  F 

II 

CURRENT  USAGE  OF  CLOSED 

HOSPITAL  BUILDING 

(MAYORS'  RF.SPONSES) 

1980-1988 

Building  Uses              Percentage 

Vacant 

37.9 

Ambulatory  clinic 

25.0 

Nursing  home 

17.4 

Emergency  room 

7.6 

Non-health  care 
public  activities 

6.1 

Alcohol  rehabili- 
tation clinic 

4.5 

Non-health  care 
private  activities 

3.8 

Public  health 
offices 

3.8 

Extended  care 
youth  treatment 
clinic 

1.5 

Building 
destroyed 

0.8 

Other 

3.9 

Number  of 
responses 

132 
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THE  ECONOMICS  OF  RURAL  HEALTH  CARE 
Gerald  A.  Doeksen,  PhJ).* 

Declining  population,  poor  economic  conditions,  a  greater  number  of  elderly  and 
changes  in  the  Medicare  reimbursement  policy  have  and  are  forcing  the  rural  health  delivery 
system  to  make  changes.  The  changes  may  range  from  closing  a  facility  to  creating  an 
alternative  delivery  system.  Whenever  changes  in  a  system  occur,  economics  plays  an 
important  role.  The  purpose  of  this  presentation  is  to  illustrate  how  economics  is  involved 
or  should  be  involved  as  the  rural  health  system  changes.  More  specifically  the  paper  will: 


1.  Demonstrate  how  budget  analysis  which  measures  costs  and 
revenues  should  be  employed  as  alternative  systems  are 
analyzed;  and 

2.  Illustrate  the  importance  of  the  rural  health  services,  especially 
a  hospital,  to  the  economy  of  the  community. 


Budget  Analysis  as  it  Relates  to  Rural  Health  Issues 

As  rural  decision  makers  evaluate  alternative  delivery  models  or  services,  technical 
assistance,  including  a  budget  analysis,  is  a  very  crucial  decision  tool.  Whether  the  tool  is 
applied  to  a  swing  bed  analysis  or  the  feasibility  of  a  physician  practice,  it  can  be  used  to 
avoid  mistakes.  For  instance,  if  a  community  adopts  a  new  service  with  the  idea  that  it  will 
increase  profitability  of  the  hospital  and,  in  fact,  it  loses  money,  it  will  leave  the  hospital  in 
worse  shape  than  had  it  not  been  tried.  Budget  analysis  is  a  tool  that  may  help  to  avoid 
mistakes.   The  tool  simply  estimates  needs  and  revenues  for  the  service,  capital  and 
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operating  costs,  and  finally  profit  or  loss  of  the  project.  The  tool  will  be  illustrated  with  a 
budget  study  of  a  physician  practice  for  the  community  of  Watonga,  Oklahoma.  The  study 
presented  is  one  which  was  completed  for  the  Hospital  Board  in  April,  1990.  The  hospital 
administrator  and  board  wanted  to  know  how  many  physicians  their  service  area  could 
support.   Currently,  they  have  two  physicians,  one  of  which  is  about  to  retire.   The  study: 

1.  Estimated  the  need  for  the  service; 

2.  Projected  capital  and  operating  cost  data;  and 

3.  Estimated  income. 

Need  for  a  General  Practitioner 

To  estimate  the  number  of  visits  to  general  practitioners  in  Watonga,  primary  and 
secondary  service  areas  were  delineated  as  shown  in  Figure  1.  The  primary  area  includes 
places  where  persons  are  most  likely  to  use  a  physician  in  Watonga.  As  shown  in  the  figure, 
this  area  is  simply  Watonga.  The  secondary  service  area  includes  places  where  persons  may 
use  a  Watonga  physician  or  may  travel  to  another  community.  Included  in  this  area  are 
Canton,  Geary,  Greenfield,  Hitchcock,  and  Fay  and  the  surrounding  rural  areas  in  Blaine, 
Canadian,  and  Dewey  Counties. 

The  estimated  1990  population  of  the  primary  service  area  is  3,800.  The  population 
of  the  secondary  service  area  is  6,368.  These  estimates  were  made  by  using  census  data  and 
residential  counts  and  adjusting  for  the  rate  of  change  to  1990.  (The  population  of  the 
service  area  is  shown  in  Table  A  page  95.) 

The  number  of  physician  office  visits  generated  in  the  Watonga  service  area  is 
estimated  by  using  the  Watonga  population  data  and  the  data  from  national  research 
(Knowles  et.al.  1987).  Residents  in  the  primary  service  area  are  estimated  to  make  10,545 
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FIGURE  1 
WATONGA   MEDICAL   SERVICE   AREAS 


Prlsaiy  Strvica  Aru 

Sacondjsv  Sarvlca  Area 
Inslda  cluhcd  Lines 


Figure  1.  Watonga  Medical  Service  Areas 
office  visits  (Table  1).  Of  these  visits,  66.2%  or  6,981  will  be  made  to  physicians  active  in 
primary  patient  care  while  the  remainder  will  be  made  to  specialists.  Permanent  residents 
of  the  secondary  service  area  are  estimated  to  make  18,127  office  visits.  Of  these  visits, 
66.2%  or  12,000  are  made  to  physicians  active  in  primary  patient  care;  the  other  visits  are 
made  to  specialists. 
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ANNUAL  PHYSICIAN  OFFICE  VISITS  GENERATED 
IN  THE  WATONGA  MEDICAL  SERVICE  AREA 

Female 

Total 
Visits 

Age 

Mak 

Populatioi 

1         Visit  Rate 

Visits 

Population 

Visit  Rate        Visits 

Primaiy  Service  Area; 

Under  15 

583 

2.30 

1,341 

287 

2.32 

6«6 

2,007 

15-24 

433 

1.33 

576 

227 

2.53 

574 

1,150 

25-44 

572 

1.64 

938 

285 

3.24 

923 

1,861 

45-64 

431 

2.61 

1,125 

229 

3.55 

813 

1,938 

65 -t- 

459 

4.61 

2.116 

294 

5.01 

1,473 

3,589 

TOTAL 

2,478 

6,096 

1,322 

4,449 

10,545 

LOCAL  PHYSICIAN  OFFICE  VISITS:   6,981 

Secondary 

Service  Area: 

Under  15 

763 

2.30 

1,755 

721 

232 

1,673 

3.428 

15-24 

509 

1.33 

677 

495 

2.53 

1,252 

1,929 

25-44 

752 

1.64 

1,233 

742 

3.24 

2,404 

3,637 

45-64 

597 

2.61 

1,558 

634 

3.55 

2,251 

3,809 

65 -t- 

444 

4.61 

2,047 

654 

5.01 

3,277 

5.324 

TOTAL 

3,065 

7,270 

3,246 

10,857 

18,127 

LOCAL  PHYSICIAN  OFFICE  VISITS:    12.000 

Table  L 
If  there  is  90%  usage  of  Watonga  physicians  by  residents  of  the  primary  service  area 
and  30%  usage  by  residents  of  the  secondary  service  area,  there  would  be  an  estimated  9,891 
office  visits  annually  within  the  Watonga  service  area.  The  average  physician  has  4,600 
office  visits  annually  so  it  appears  that  the  Watonga  area  can  support  two  full-time 
physicians.  Higher  usage  levels  would  indicate  more  physicians  could  be  supported.  (The 
total  number  of  office  visits  given  various  usage  rates  is  presented  in  Table  B  page  96.)  All 
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assumptions  and  local  conditions  must  be  taken  into  consideration  by  decision  makers  before 
deciding  if  any  physicians  could  successfully  locate  in  the  Watonga  area. 

Analysis  of  Costs 

If  a  prospective  physician  were  to  consider  locating  in  the  Watonga  area,  an  estimate 
of  costs  and  income  would  be  beneficial.  Two  alternative  annual  budgets  for  a  solo  practice 
are  presented  in  Table  2  (page  71).  Cost  data  are  taken  from  a  recent  survey  of  rural 
Oklahoma  physicians  (Knowles  et.  al.  1987).  The  first  alternative  assumes  that  2,500  visits 
are  made  annually  and  may  be  considered  a  first  year  budget.  The  second  alternative 
assumes  4,500  visits.  (It  will  take  several  years  for  a  new  practice  to  reach  this  level  of 
business.)  Rosenblatt  (1990)  indicated  it  takes  about  two  years.  In  both  alternatives,  it  was 
assumed  that  a  1,500  square  foot  building  was  rented.  X-ray  facilities  are  not  provided  in 
either  alternative. 

Alternative  1  (2,500  Visits).  Capital  costs  include  payments  for  equipment  (Table  2). 
As  determined  from  recent  research,  total  equipment  costs  are  $28,259.19.  Assuming  a  10- 
year  loan  at  13%  interest,  the  annual  principal  and  interest  payment  is  $5,208.  (Table  C 
pages  97-99  identifies  the  typical  equipment  found  in  a  solo  practice  clinic.) 

Operating  costs  for  the  practice  are  based  on  research  in  Oklahoma.  Building 
expenses  include  rent,  utilities,  janitorial  services,  insurance  on  equipment,  and  miscellaneous 
items.  Rent  totals  $9,763,  annually.  The  cost  of  utilifies  (electricity,  gas,  water,  sewer,  and 
trash)  totals  $2,109.  Annual  janitorial  services  are  estimated  to  cost  $2,112.  Estimated 
insurance  on  equipment  totals  $271. 
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Office    costs    include    items 
such  as  telephone,  supplies,  office 
equipment  maintenance,  and  billings. 
Telephone  costs  are  estimated  at 
$2,697.    The  cost  of  office  supplies 
increases     with     the     number     of 
patients  seen.    For  2,500  visits,  this 
totals   $1,613.      Office   equipment 
maintenance  is  estimated  at  $683 
and  billings  at  $726.     In  addition, 
fees  for  professional  services  are 
budgeted  at  $1,343,  auto  expenses  at 
$4,205,   conventions  and   travel  at 
$1,934,  and  professional  dues  and 
licenses  at  $1,118.    Allowances  are 
also  made  for  bonding,  marketing, 
and  postage. 

Maintenance      of     medical 
equipment    is    estimated    to    cost 

Amortized  over  10  years  at  13%  interest  rate. 

2 
Insurance  on  equipment  only. 

Assumes  physician  will  not  perform  obstetrical  pnxedures. 
Half-time  position. 


ANNUAL  COSTS  FOR  A 

SOtO  PRACnC£  IN  WATONGA 

-lis;'    Cost     ■ 

2,500  Visit* 

4,500 
Visits 

Capital  Costs 

Equipment'' 

$5,208 

$5,208 

Operating  CosU 

Building 

Rent 

$9,763 

$9,763 

Utilities 

2,109 

2,109 

Janitorial  Servicm 

2,112 

2,112 

Insurance^ 

271 

271 

Other 

300 

300 

Office 

Telephone 

$2,697 

$2,697 

Office  Supplies 

1,613 

2,904 

Office  Equipment 

Maintenance 

663 

683 

Billings 

726 

726 

Fees  for  Professional 

Services 

1,343 

1,343 

Auto  Expenses 

4,205 

4,205 

Conventions  &  Travel 

1,934 

1,934 

Professional  Dues  & 

Licenses 

1,118 

1,118 

Bonding 

33 

33 

Marketing 

738 

738 

Postage 

1,065 

1,065 

Medical 

Equipment 

Maintenance 

$2,808 

$2,808 

Supplies 

3,889 

7,001 

Malpractice 

3,221 

3,221 

Insurance-^ 

2,852 

5,134 

Laboratory  Fees 

Personnel 

LPN 

$13,925 

$13,925 

Receptionist- 

Bookkeeper 

7,422^ 

14,843 

Benefits 

3,202 

4,315 

1  Toul  Annual  Costs 

$73,237 

$88,456 

Table  2. 
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$2,808  annually.  Costs  of  medical  supplies  vary  with  the  number  of  patients  seen.  For  2,500 
visits,  they  are  estimated  at  $3,889.  Malpractice  insurance  is  budgeted  at  $3,221.  This  cost 
should  be  examined  closely  by  a  prospective  physician  due  to  rapidly  changing  insurance 
rates.  In  this  example,  it  is  assumed  the  physician  will  not  perform  obstetrical  procedures, 
which  decreases  insurance  costs.  Laboratory  fees  also  vary  by  the  number  of  patients  seen 
and  are  estimated  at  $2,852  for  2,500  visits. 

Most  solo  practices  employ  a  Licensed  Practical  Nurse  and  a  receptionist-bookkeeper. 
For  this  alternative,  an  LPN  is  employed  full-time  and  a  receptionist/bookkeeper  is 
employed  half-time.  Benefits  of  15%  were  added.  Total  annual  costs  for  this  alternative  are 
$73,237.   Local  costs  should  be  used  to  adjust  this  estimate  if  necessary. 

Alternative  2  (4,500  Visits).  This  alternative  differs  from  the  first  in  the  number  of 
visits  and  the  employment  of  a  receptionist-bookkeeper  full-time.  Thus,  costs  which  increase 
with  the  number  of  patients  seen  (office  supplies,  medical  supplies,  and  laboratory  fees)  are 
higher  than  in  the  first  alternative.  For  4,500  visits,  office  supplies  cost  $2,904,  medical 
supplies  cost  $7,001,  and  laboratory  fees  cost  $5,134,  Total  annual  costs  for  this  alternative 
are  estimated  at  $88,456.  Local  costs  should  be  used  to  adjust  this  estimate  if  necessary. 

Estimate  of  Income 

Gross  income  can  be  estimated  by  using  the  number  of  visits  to  the  physician  and  the 
average  rate  schedule.  As  previously  stated,  the  two  alternatives  examined  have  2,500  and 
4,500  office  visits  annually.  These  could  be  considered  first  and  sixth  year  scenarios  for  new 
and  established  physicians,  respectively.  Previous  research  indicates  the  number  of  hospital, 
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emergency  room  and  nursing  home  visits 
per  office  visit  (Knowles  et.  al.  1987). 
These  are  considerably  lower  for  new 
physicians  than  for  more  established 
physicians.  In  addition,  the  number  of 
initial  and  routine  office  visits,  and  the 
number  of  visits  with  additional  charges  can 
be  estimated  (Knowles  et.  al.  1987).  These 
estimates  are  presented  in  Table  3. 

The  average  rates  and  ranges 
charged  for  each  category  of  physician  visit 
are  shown  in  Table  4  (page  74).  These  are 


ESTIMATES  OF 

PHYSICIAN  VISITS 

BY  TYPE  OF  VISIT 

TVpe  of  Visits 

Number  of  Office  Visits 

2400 

4,500 

Initial  Office  Visiu 

373 

671 

Routine  Office  Visits 

2,128 

3,830 

Visits  With  Additional 
Charges  (other  than 
X-Ray) 

1,125 

2,025 

Hospital  Visits 
(community  with 
hospital) 

200 

1,170 

Emergency  Room  Visits 

125 

450 

Nursing  Home  Visits 

50 

270 

Table  3. 


based  on  1986  survey  data.  They  should  be  examined  closely  to  determine  if  they  reflect 
local  conditions.  Tables  D-G  pages  100-103  show  further  detail  of  estimated  billings  and 
income  totals  according  to  the  two  scenarios:   2,500  office  visits  and  4,500  office  visits. 


The  Rural  Health  System  As  It  Impacts  the  Local  Economy 

As  the  rural  health  system  changes,  it  will  have  impacts  on  the  local  economy.  This 
includes  all  aspects  of  the  delivery  system,  ranging  from  a  physician  leaving  a  community 
to  a  hospital  closing.  Since  hospital  closings  and  changes  have  received  the  greatest  media 
attention,  an  example  will  be  used  to  illustrate  the  importance  of  a  hospital  to  the  economic 
health  of  a  community.  The  media  attention  is  real,  as  160  rural  hospitals  have  closed  si 


since 
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1980  and  660  face  the  prospects  of  closure  in  the  next  few  years  (Staff  Report:  1988). 
More  hospitals  closed  in  1987  than  in  any  other  year  and  half  of  these  (40)  were  in 
nonmetropolitan  areas  (Joint  Task  Force,  1989).  Some  researchers  (Rosenberg  and  Runde, 
1989;  Christianson  and  Faulkner,  1981;  Bauer,  1989)  have  discussed  the  issue,  but  few  have 
provided  a  specific  community  impact  analysis.^ 


REPRESENTATIVE  RATES  CHARGED  FOR 

CAl  EGORIES  OF  PHYSICIAN  VISITS                                                   | 

Type  of  Visit 

Average  Rate 

Lower  Rate 

Upper  Rate 

Initial  Office  Visits 

$23.80 

S20.00 

$27.60 

Routine  Office  Visits 

19.30 

17.20 

21.40 

Visits  with 
Additional  Charges 
(other  than  X-Ray) 

19.30 

11.85 

26.75 

Hospital  Visits 

27.70 

21.50 

33.90 

Emergency  Room 
Visits 

35.90 

28.10 

43.70 

Nursing  Home 
Visits 

28.60 

19.20 

38.00 

Table  4. 
Impact  of  Rural  Hospital  Closing^ 

A  recent  study  will  be  used  to  illustrate  the  impact  of  a  rural  hospital's  closing  on  a 
rural  community.  The  study  was  completed  for  Stigler,  OK.  The  community  is  located  in 
Haskell  County  in  eastern  Oklahoma.  Stigler  is  the  county  seat  and  the  largest  community 


^One  recent  study  (Doeksen  and  Altobelli,  1990)  measures  the  impact  of  hospital  closures  in  three  Texas 
Communities. 

^Much  of  this  section  is  taken  from  Doeksen,  Loewen,  and  Strawn,  1990. 
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in  the  county.  Its  1986  population  was  estimated  at  2,600  people.  The  community  has  a 
county  hospital  with  45  beds.  The  hospital  employed  43  full-time  equivalent  employees  in 
1988. 

The  objective  of  this  study  was  to  illustrate  the  importance  of  a  hospital  to  the 
economic  health  of  a  community  by  applying  a  community  simulation  model  to  a  rural 
community  in  Oklahoma.  The  analysis  addresses  how  the  implementation  of  the  Diagnosis- 
Related  Groups  (DRG)  reimbursement  policy  has  impacted  a  rural  community  and  attempts 
to  project  the  impact  of  a  hospital  closure  on  that  community. 

The  community  simulation  model  is  used  to  project  community  population, 
employment,  and  income  for  three  scenarios.  The  first  scenario  reflects  conditions  as 
accurately  as  possible.  The  model's  projections  for  the  succeeding  five  years  are  based  on 
actual  conditions  of  the  previous  five  years.  The  results  are  referred  to  as  baseline 
projections.  The  second  scenario  assumes  that  the  DRG  reimbursement  policy  was  never 
implemented.  By  comparing  the  baseline  projections  with  projections  for  the  second 
scenario,  the  impact  of  the  DRG  policy  on  community  economic  health  can  be  measured. 
The  third  scenario  assumes  the  hospital  is  closed.  The  impact  of  the  hospital  closure  on 
community  economic  health  is  determined  in  the  same  manner,  by  comparing  baseline 
results  with  projections  for  that  scenario.  Before  discussing  these  scenarios,  however,  the 
basic  concepts  of  community  economics  and  the  community  simulation  model  will  be 
reviewed. 
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Basic  Concepts  of  Community  Economics 

The  community's  basic  industries  form  the  foundation  of  the  local  economy.  These 
basic  industries  are  those  businesses  which  sell  some  or  all  of  their  goods  and  services  to 
buyers  outside  of  the  community.  The  flow  chart  presented  in  Figure  2  (page  77)  illustrates 
the  major  flow  of  goods,  services,  and  dollars  within  a  local  economy.  The  flow  of  products 
out  of  and  dollars  into  a  community  are  represented  by  the  two  arrows  in  the  upper  right 
portion  of  the  figure.     To  produce  these  goods  and  services  for  export  outside  of  the 
community,  the  basic  industry  purchases  inputs  from  outside  of  the  community  (upper  left 
portion  of  the  figure),  labor  from  the  households  of  the  community  (left  side  of  the  figure), 
and  inputs  from  service  industries  located  within  the  community  (right  side  of  the  figure). 
The  flow  of  labor,  goods,  and  services  in  the  community  is  completed  by  households  using 
their  earnings  to  purchase  goods  and  services  from  the  community's  service  industries 
(bottom  of  the  figure).   It  is  evident  from  the  illustrated  interrelationships  that  a  change  in 
any  one  sector  of  a  community's  economy  will  have  reverberations  throughout  the  entire 
economic  system  of  the  community. 

The  total  impact  of  a  change  in  an  industry  on  an  economy  consists  of  direct,  indirect, 
and  induced  impacts.  Direct  impacts  are  the  changes  in  the  activities  of  the  impacted 
industry.  The  impacted  industry  changes  its  purchases  of  inputs  as  a  result  of  the  direct 
impact  which  produces  an  indirect  impact  in  the  business  sector.  Both  the  direct  and 
indirect  impacts  change  the  flow  of  dollars  to  the  community's  households.  The  households 
alter  their  consumption  accordingly.  The  effect  of  this  change  in  household  consumption 
upon  businesses  in  a  community  is  referred  to  as  an  induced  impact. 
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INPUTS 


Figure  2.   Overview  of  Community  Economic  System 

The  Community  Simulation  Model 

The  community  simulation  model  used  for  this  analysis  requires  a  vast  amount  of  data 
which  is  arranged  in  social  accounts  (for  complete  details  of  the  model,  see  Doeksen  and 
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Woods  1989;  and  Woods  and  Doeksen  1983).  These  accounts  consist  of  economic,  capital, 
demographic,  community  service,  and  community  revenue  accounts. 

The  economic  account  which  describes  the  process  of  economic  activity  in  a  given 
community  consists  of  an  input-output  model  which  is  estimated  by  using  a  location  quotient 
technique.  The  location  quotient  technique  weights  the  technical  coefficients,  which  are  used 
to  determine  intersector  input  requirements,  in  a  manner  to  satisfy  local  production 
requirements.  The  weights  are  derived  from  local  and  national  sector  output  data.  The 
local  employment  data  are  estimated  by  community  service  area,  which  is  the  geographic 
market  the  community  serves.  This  service  area  is  estimated  by  a  gravity  model  which 
determines  the  area  based  on  community  size,  and  the  size  and  proximity  of  surrounding 
communities. 

Results 

The  Baseline  Model.  The  model  was  first  computed  to  obtain  a  baseline.  These 
results  reflect  as  accurately  as  possible  the  current  conditions  from  1984  to  1986  and  project 
considerations  through  1992.  The  population  of  Stigler  is  projected  to  decrease  from  2,800 
in  1984  to  2,655  in  1992.  Service  area  population  is  projected  to  increase  from  11,800  to 
12,473.  (Detailed  baseline  population  and  employment  data  are  presented  in  Table  H  page 
104.) 

The  model's  forecast  of  population  by  age  and  sex  indicates  that  the  number  of 
people  65  years  and  older  is  increasing.  This  is  significant  because  the  elderly  are  significant 
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users  of  medical  services.  Employment  is  projected  to  increase  by  11%  from  1984  to  1992. 
Over  this  same  period,  unemployment  is  projected  to  drop  from  15.3%  to  10.9%. 

Income  is  projected  to  increase  by  35%  from  1984  through  1992.  Retail  sales  are 
forecast  at  24.4  million  in  1984  and  projected  to  increase  to  33  million  in  1992.  Sales  taxes 
collected  in  Stigler  are  projected  to  increase  from  488,000  in  1984  to  660,000  in  1992. 
(Income,  retail  sales  and  Stigler  sales  tax  collection  data  are  presented  in  Table  I  page  105.) 

Impact  of  DRGs.  The  movement  to  prospective  payment  programs  based  on  DRGs, 
such  as  the  federal  Medicare  program,  came  about  as  a  response  to  underlying  economic 
incentives  inherent  in  retrospective  payment  programs.  Retrospective  payment  programs 
which  reimbursed  hospitals  for  all  reasonable  costs  did  not  provide  incentives  for  the  frugal 
use  of  hospital  resources.  However,  these  payment  programs  assured  most  people  access 
to  care  and  encouraged  hospitals  to  acquire  the  latest  technologies  (Weiner,  et.  al.,  1987). 
It  was  hoped  that  prospective  payment  programs,  which  reimburse  a  fixed  amount  for 
various  categories  of  cases,  would  provide  economic  incentives  for  hospitals  to  control  costs. 

Rural  concerns  regarding  the  impact  of  prospective  payments  focus  on  the  urban- 
rural  payment  differential,  and  the  extent  to  which  low-volume  providers  face  a  greater 
degree  of  financial  risk  under  the  prospective  payment  system  (U.S.  Congressional  Staff 
Report,  1988).  Reimbursement  differentials  are  based  primarily  on  the  assumption  of  lower 
labor  costs  for  rural  hospitals.  A  fixed  rate  based  on  an  urban  or  rural  classification  does 
not  address  rural  hospitals  close  to  large  labor  markets  that  will  experience  small  differences, 
or  remote  rural  hospitals  which  have  to  pay  premiums  to  attract  skilled  people  (Frederick, 
1985).  These  types  of  possibilities  make  a  fixed  payment  schedule  biased  against  some  rural 
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hospitals.  This  bias  becomes  more  important,  as  Frederick  pointed  out,  when  rural  hospitals 
have  a  heavier  reliance  on  medicare  payments  due  to  an  aging  rural  population.  Data  from 
the  1980  Census  indicate  that  the  rural  population  continues  to  age  faster  than  the  urban 
population  (U.S.  Congressional  Staff  Report,  1988). 

Low  patient  volume  can  increase  the  financial  risk  of  a  hospital  operating  within  a 
prospective  payment  system.  With  low  patient  volume,  the  likelihood  of  profitable 
reimbursement  cases  being  able  to  fully  offset  usually  expensive  cases  decreases.  Hospitals 
with  fewer  than  50  beds  in  Oklahoma,  which  are  predominantly  rural,  had  occupancy  rates 
of  34.4%  compared  to  61.6%  for  hospitals  with  more  than  50  beds  in  1986  (American 
Hospitals  Association,  1987).  An  analysis  of  New  Jersey  data  by  Weiner  and  Colleagues 
(1987)  indicated  that  hospital  administrators  responded  to  the  overall  pressure  of  prospective 
payments  based  on  DRGs  by  reducing  the  average  length  of  stay  in  the  hospital.  This 
reduction  in  the  average  length  of  stay  lowers  occupancy  rates.  Given  historically  lower 
occupancy  rates  for  rural  hospitals,  this  additional  reduction  will  further  increase  the 
financial  stress  of  these  hospitals. 

A  preliminary  study  on  employment  effects  of  medicare  payments  based  on  DRGs 
suggested  that  cost-cutting  responses  by  hospitals  will  result  in  a  smaller,  more  skilled  staff, 
and  a  higher  proportion  of  clerical  to  health  care  workers.  The  study  was  of  hospitals  which 
ranged  in  size  from  82  to  600  beds  with  an  average  size  of  257  beds.  While  some  layoff 
occurred,  most  labor  reductions  were  handled  through  attrition  and  retirement  incentives 
(Appelbaum  &  Granrose,    1986). 
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It  should  be  noted  that  some  of  the  strategies  to  lessen  the  impact  of  DRG 
reimbursement  are  not  available  to  rural  hospitals.  Weiner  et.  al.  (1987)  found  that  many 
hospitals  responded  to  reductions  in  average  length  of  stay  by  expanding  admissions.  It  is 
more  difficult  for  rural  hospitals  to  expand  admissions  with  failing  rural  economies  and 
increased  competition  from  larger  hospitals.  Consultations  with  Oklahoma  hospital 
administrators  and  other  experts  in  the  medical  field  indicate  that  DRGs  have  resulted  in 
approximately  a  20%  reduction  in  employment  in  rural  hospitals. 

A  second  community  simulation  model  was  computed  assuming  that  the  DRG  policy 
had  not  been  adopted.  For  Stigler,  this  meant  that  the  hospital  would  currently  be  employing 
18  more  employees  given  a  20%  reduction  from  the  1984  employment  level.  The  model 
results  are  presented  in  detail  in  Table  5.  The  estimated  loss  of  18  jobs  in  the  hospital  in 
1984  due  to  the  implementation  of  the  DRGs  policy  would  also  create  an  estimated  loss  of 
7  jobs  in  other  sectors  of  the  economy.  These  would  be  primarily  in  retail  and  service 
industries.  As  people  lose  their  unemployment  benefits,  they  begin  to  migrate  out  of  the 
area  and  more  jobs  would  be  lost  through  such  induced  effects.  It  is  projected  that  by  1992 
the  total  impact  of  the  DRG  reimbursement  policy  would  be  a  loss  of  32  jobs.  The 
population  would  not  decline  as  fast  as  employment  because  many  of  the  jobs  that  would 
be  lost  would  be  held  by  a  family's  second  income  earner.  The  population  of  Stigler  in  1992 
is  estimated  to  be  23  fewer  people  because  of  the  change  to  the  DRGs  reimbursement 
policy.  The  impact  of  the  DRG  pohcy  on  income,  retail  sales,  and  Stigler  sales  tax  collections 
is  also  presented  in  Table  5.  Income  in  the  Stigler  area  was  estimated  to  be  $328,000  less 
in  1984  due  to  the  change  in  the  reimbursement  policy.    The  income  impact  in  1992  is 
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REDUCTIONS  IN  POPULATION,  EMPLOYMENT,  INCOME,  RETAIL  SALES 

AND  SALES  TAX  COLLECTION  RESULTING  FROM  THE  CHANGE  IN 

MEDICARE  REIMBURSEMENT  POUCY 

Year 

Population 

Employment 

Income 

Stigler 
Retail  Sales 

Stigler  Sales 

Tax 
Collection 

1984 

1 

25 

5328,000 

$85300 

51,700 

1985 

12 

26 

341,000 

88,600 

1,800 

1986 

22 

26 

401,000 

104300 

2,100 

1987 

22 

29 

442,000 

114,900 

2,300 

1988 

23 

29 

464,000 

120,600 

2,400 

1989 

23 

30 

486,000 

126,600 

2,500 

1990 

23 

31 

510,000 

132,000 

2,600 

1991 

23 

31 

536,000 

139,400 

2,800 

1992 

23 

32 

563,000 

146,400 

2,900 

Table  5. 


estimated  to  be  $563,000.   Retail  sales  and  Stigler  sales  tax  collections  would  be  impacted 
in  a  similar  manner. 

Impact  of  Hospital  Closures.  Several  publications  (Frederick,  1985;  Mullner  & 
McNeil,  1986;  Mullner,  et.al.,  1986;  Solovy,  1988;  U.S.  Congressional  Staff  Report,  1988) 
illustrate  the  number  of  hospitals  closing  and  the  problems  many  others  are  facing.  In 
particular,  the  Congressional  Staff  Report  (1988)  reported  that  during  the  1980-1987  time 
period,  163  rural  hospitals  have  closed  their  doors,  with  70%  of  these  having  fewer  than  50 
beds.  The  report  also  indicated,  that  even  though  urban  closures  outnumbered  rural 
closures  during  this  period,  the  number  of  rural  closures  has  been  increasing  and  in  1986  and 
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1987  more  rural  than  urban  hospitals  closed.  The  third  community  simulation  model 
computed  addresses  the  impact  of  a  hospital  closure  on  the  economic  health  of  the 
community,  by  assuming  the  Stigler  hospital  would  close  in  1988. 

The  impact  on  population,  employment,  income,  Stigler  retail  sales,  and  Stigler  sales 


IMPACT  OF  HOSPITAL  CLOSING  ON  POPUIATION,  ENfPLOYMENT» 
INCOME,  RETAIL  SALES  AND  SALES  TAX  COLLECTIONS 

YMf 

Population 

Employment 

Income 

Stigler 
RetaU  Sales 

Stigler  Sales 

Tax 
Collection 

1988 

30 

51 

5659,800 

$171,500 

53,400 

1989 

60 

56 

901,400 

234,400 

4,700 

1990 

91 

63 

1,161,500 

301,900 

6,000 

1991 

122 

69 

1,441,700 

374,800 

7,500 

1992 

154 

78 

1,742,800 

453,100 

9,100 

Table  6. 
tax  collections  are  presented  in  Table  6.  Due  to  the  impact  on  other  sectors  of  the 
economy,  the  total  number  of  jobs  that  would  be  lost  in  1988  is  projected  to  be  51.  In 
addition  to  the  43  jobs  lost  in  the  service  sector  due  to  the  hospital  closure,  the  retail, 
construction,  and  service  sectors  are  projected  to  lose  2  jobs  each  while  the  transportation, 
communication  and  utilities  sector,  and  the  wholesale  sector  are  each  projected  to  lose  one 
job.  (The  breakdown  of  where  these  losses  are  expected  to  occur  is  presented  in  Table  J 
page  106.) 

It  is  projected  that  many  of  the  hospital's  employees  would  have  to  move  out  of  the 
community.    In  the  case  of  doctors  and  administrators,  they  would  probably  take  their 
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families  with  them.  Consequently,  the  impact  of  the  closing  on  the  population  size  would 
be  greater  than  that  for  the  change  in  the  reimbursement  policy  relative  to  the  number  of 
jobs  lost.  Compared  to  baseline  estimates,  it  is  projected  that  the  population  in  1992  would 
be  154  persons  lower.  This  larger  reduction  in  population  (compared  to  the  DRG  model) 
implies  a  larger  reduction  in  employment  due  to  population  induced  effects.  By  1992,  it  is 
projected  that  there  would  be  78  fewer  jobs  than  would  be  the  case  if  the  hospital  remained 
open.  Of  course,  area  income  would  also  be  expected  to  drop.  Income  in  1988  is  projected 
to  be  $659,800  lower  than  the  baseline  level  while  that  for  1992  is  expected  to  be  $1,742,800 
lower.  The  loss  in  Stigler  retail  sales  and  Stigler  sales  tax  collections  would  be  equally 
dramatic. 

Summary  Comments  and  Suggestions 

The  previous  presentation  and  others  in  the  literature  (Bauer,  1989;  Adams,  1989; 
Rosenberg  and  Runde,  1989;  Joint  Task  Force,  1989;  and  Bishirjian,  1989)  all  conclude  that 
rural  areas  must  change  their  rural  health  delivery  system.  The  consensus  of  these  experts 
appears  to  support  a  three  tier  system.  These  include: 

1.  Emergency  Medical  Services  and  Primary  Care; 

2.  Secondary  Care;  and 

3.  Tertiary  Care. 

Bauer  (1989)  even  goes  so  far  as  to  roughly  indicate  the  size  of  the  population 
necessary  to  support  the  various  levels  of  service.  A  primary  care  facility  and  emergency 
medical  services  can  be  supported  in  a  community  with  population  as  low  as  2000. 
Secondary  services  need  a  population  base  of  from  15,000  to  20,000  and  then  tertiary  care 
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services  are  located  at  urban  centers.  There  are  many  variations  of  the  model  and  state 
policies  must  aim  at  enhancing  revenues,  cutting  costs  or  permitting  the  development  of  a 
new  delivery  system.  Before  providing  summary  comments,  this  author  would  like  to 
encourage  another  level  of  services.  That  is,  a  first  responder  system  in  the  small 
communities  (< 2,000)  which  do  not  have  emergency  medical  services.  In  Oklahoma,  as  in 
South  Dakota,  Montana,  North  Dakota  and  Minnesota,  there  are  small  towns  of  less  than 
2,000  that  do  not  have  an  emergency  medical  service  system  and  are  longer  than  10  minutes 
away  from  emergency  aid.  The  concepts  and  results  of  a  recent  Oklahoma  project  will  be 
summarized. 

A  First  Responder  Project  in  Oklahoma^ 

The  example  selected  for  this  is  a  first  responder  system  started  in  Ellis  County, 
Oklahoma  in  1988.  To  give  a  site  perspective,  Ellis  County  is  located  in  Northwest 
Oklahoma  [Figure  3  page  81].  It  is  1,233  square  miles  in  size.  The  County  Emergency 
Medical  System  (EMS)  serves  5,000  people  scattered  over  the  county;  about  1,000  of  these 
people  are  65  years  of  age  or  older.  Of  those  65  years  of  age  and  older,  only  50  reside  in 
nursing  homes. 

The  North  half  of  the  district  has  some  600  miles  of  maintained  roads  and  the  south 
has  300  miles.  The  county  contains  two  primary  communities  and  several  small  communities 
[Figure  4  page  82].  The  primary  communities  include  Shattuck  and  Amett  with  1,450  and 
650  residents,  respectively.    Smaller  communities  include  Gage  (500)  and  Fargo  (350). 


^Most  of  this  section  is  taken  from  Patel,  1990. 
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Figure  3.  Ellis  County  Location  in  Oklahoma. 

Several  other  communities  have  populations  of  less  than  100. 

Presently,  the  EMS  system  has  3  ambulances  in  Ellis  County,  two  of  which  are  in 
Shattuck  and  one  in  Amett.  Both  Shattuck  and  Amett  have  excellent  EMS  systems  which 
can  respond  quickly  to  emergency  calls  in  the  vicinity.  In  fact,  they  respond  to  all  county 
calls,  but  because  of  the  long  distances  to  the  rural  parts  of  the  county,  it  takes  15-30 
minutes  to  get  to  the  scene  of  many  rural  emergencies. 

Both  locations  have  a  24-hour,  volunteer  three  man  crew  standing  by  for  any 
emergency  runs.  They  carry  pagers  and  are  dispatched  through  the  hospital  dispatch  system 
in  Shattuck  and  the  Sheriffs  office  in  Amett.  The  locations  of  both  towns  on  the  map  will 
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Figure  4.  Location  of  Communities,  EMS's  and  First 
Responders  in  Ellis  County. 


give  you  some  idea  of 
distances  to  some  of  the 
outlying  small 
communities  [Figure  4]. 
Gage  is  8  miles  east  of 
Shattuck  and  12.5  miles 
north  of  Amett.  Fargo  is 
9  miles  east  of  Gage  and 
25  miles  east  and  north  of 
Amett.  The  remaining 
2,050  people  reside  in  the 
rural  areas,  with  two- 
thirds  of  them  in  the 
north  half,  as  you  can 
surmise,  by  the  non- 
residence  area  depicted 
on  the  map.  The  non- 
residence  area  is  rough 
and  tumble  ranch  country. 


How  the  First  Responder  System  Started.  Given  the  wide  areas  that  need  to  be  covered  by 
ambulances,  the  goal  in  the  Ellis  County  Emergency  Medical  Service  System  is  to  provide 
emergency  care  faster  without  adding  expensive  vehicles.     The  area  was  economically 
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depressed  and  a  short  budget  made  it  almost  impossible  to  expand  by  placing  vehicles  in 
each  town.  Before  this  demonstration  project  started,  the  concept  of  a  first  responder 
system  was  implemented  in  Fargo.  Several  emergency  medical  technicians  (EMTs)  lived  in 
Fargo  and  were  willing  to  help  out  if  calls  came  in  about  emergencies  in  their  vicinity.  The 
EMTs  had  radios  and  would  respond  to  emergencies  as  the  ambulance  was  dispatched  from 
either  Shattuck  or  Amett.  Since  the  concept  was  working  very  well,  Ellis  County  Emergency 
Medical  System  leaders  decided  to  apply  as  a  demonstration  county  in  1988  for  the 
Operation  Lightfoot  project.  In  March  1988,  Ellis  County  was  selected  as  one  of  the 
demonstration  counties.  The  goal  was  to  establish  first  responders  throughout  the  county. 
The  first  responder  locations  are  identified  as  black  squares  in  Figure  4. 

The  basic  concept  was  that  the  in-service  instructors  would  receive  intensified 
instructor  training,  and  then  train  the  teams  that  would  be  working  with  the  area  ambulance. 
The  training  program  was  the  40  hour  US  Department  of  Transportation  First  Responder 
course  and  participating  personnel  were  provided  with  trauma  kits  and  radios  capable  of 
two-way  communications  with  ambulance,  fire,  police,  and  hospital  units. 

After  the  required  training  was  completed,  the  first  responder  system  went  into  effect. 
Each  first  responder  was  given  an  EMS  mobile  number.  The  sheriffs  office,  police 
department  and  emergency  room  dispatchers  were  given  a  list  and  locator  map  of  the  first 
responders.  When  an  emergency  occurred  in  that  area,  the  first  responder  was  activated, 
sometimes  reaching  the  scene  15-20  minutes  before  the  ambulance  ever  arrived.  By 
stabilizing  the  patient  and  monitoring  all  vital  signs,  the  patient  was  usually  ready  to  be 
loaded  when  the  ambulance  arrived.  The  first  responder  kits  included  splints,  face  mask  and 
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gloves,  dressings,  bandages,  scissors  and  other  basic  necessities  to  stabilize  a  patient.  In  Ellis 
County,  the  first  responders  at  Fargo  were  given  oxygen  equipment  as  well  as  a  kendrick 
device  because  statistical  analysis  indicated  that  this  location  had  a  high  number  of  auto 
accidents. 

Most  people  in  our  county  have  scanners  in  their  homes,  are  always  alert  if  there  is 
an  emergency,  and  if  they  know  a  first  responder,  will  call  them  by  telephone  and  alert  them 
of  the  emergency.  Overall  it  is  really  a  community  effort,  as  statistics  prove.  The  patients 
receive  care  9-11  minutes  before  the  ambulance  arrives,  thereby  reversing  some  crucial  life- 
threatening  injuries.  Shock  is  one  of  the  most  common  early  emergencies  suffered  by 
trauma  victims,  which  the  first  responder  stabilizes  quickly.  After  reading  much  about  pre- 
hospital care,  it  still  seems  the  basic  principles  are  the  single  most  important  factor  in  the 
field.  Swift,  skilled  response  leads  to  a  better  recovery.  The  psychological  support  is  also 
very  important.  To  the  patient,  it  is  a  secure  feeling  knowing  that  the  first  responder  help 
arrives  early,  giving  aid  so  that  the  patient  can  be  loaded  as  soon  as  the  ambulance  arrives. 

Patients  are  generally  taken  to  our  excellent  hospital  at  Shattuck.  It  is  30  minutes 
away  fi-om  the  furthest  county  boundary.  The  hospital/clinic  is  a  114  bed  JCAHO  facility, 
is  equipped  with  the  latest  diagnostic  equipment,  has  7  qualified  physicians  on  staff,  and  has 
excellent  emergency  room  facilities,  24  hours  a  day.  We  have  full  support  of  all  the 
physicians  and  hospital  and  they  are  deeply  involved  in  our  education  including  the  first 
responder  program. 

Statistical  Results  of  the  First  Responder  Program.  The  first  responder  system  has 
been  in  effect  since  March  1988.  The  statistical  results  of  the  program  are  summarized  in 
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Tables  J-0  (pages  106-110).  In  1988,  there  were  53  runs  and  in  1989,  36  runs  were  made 
(Table  K).  The  data  also  shows  that  of  the  patients  involved  in  calls  in  1989,  the  larger 
number  of  young  males  reflect  highway  accident  calls  (Table  L).  Of  the  types  of  calls  first 
responders  attended  in  1989,  the  greatest  number  was  14  motor  vehicle  accidents  (Table  M). 
First  responder  calls,  furthermore,  were  fairly  evenly  disbursed  between  the  six  hour  period 
of  6  am  until  noon,  noon  until  6  pm,  and  6  pm  until  midnight  (Table  N). 

Response  time  indicates  that,  in  1989,  the  first  responders  had  an  average  response 
time  of  8.2  minutes  (Table  O).  In  1988,  the  average  response  time  was  7.3  minutes.  The 
difference  was  less  than  60  seconds.  More  important  is  how  much  quicker  the  first 
responders  arrived  on  the  scene  than  the  ambulance.  In  1989,  the  first  responders  arrived 
15.4  minutes  before  the  ambulance.  The  reason  for  the  longer  average  time  for  the 
ambulance  to  arrive  in  1989  was  because  several  emergency  calls  were  in  remote  areas  of 
the  county. 

In  summary,  it  is  very  obvious  that  this  system  clearly  reduces  the  time  it  takes  to  get 
assistance  to  emergency  victims  in  the  rural  parts  of  Ellis  County.  The  average  low  response 
time  is  critical  to  motor  vehicle  accidents,  heart  problems,  and  certain  other  emergencies. 
By  arriving  early,  lives  are  saved  and  injuries  reduced.  A  first  responder  system  is  truly  an 
efficient  economical  method  to  provide  quick  emergency  service  to  remote  rural  areas.  The 
first  responder  kit  costs  $120  whereas  a  two-way  radio  costs  $300.  Since  January  1,  1990, 
there  have  been  two  highway  accidents  were  the  emergency  room  physician  has  said  that  if 
the  first  responders  had  not  been  on  the  scene  these  two  victims  would  not  be  alive  today. 
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Summary  Economic  Comments 

State  policy  can  aid  in  the  transition  of  rural  health  care  delivery  in  rural  areas. 
Good  state  policy  may  make  it  easier  or  even  possible  to  provide  alternative  service  delivery 
systems.  A  caution  for  decision  makers  is  that  there  is  no  prescription  which  applies  to  all 
communities.  Each  community  is  unique  and  each  change  or  suggested  alternative  must  be 
analyzed  on  its  own  merit. 

For  example,  a  budget  analysis  which  measures  costs  and  revenues  in  one  community 

of  3,000  for  a  swing  bed  operation  may  be  very  positive  and  in  another  community  very 

negative.  Turner  and  Mallary  (1990)  report  that  a  hospital  clinic  may  work  for  one  hospital 

but  may  not  work  for  another.   These  researchers  concluded 

an  analysis  within  the  framework  of  traditional  accounting  practice  and  the 
traditional  economic  concepts  is  a  fruitful  area  for  analysis. 

Rosenberg  and  Runde  (1989)  state: 

a  careful  analysis  of  projected  costs  and  revenues  is  needed  for  each  proposed 
new  service,  as  well  as  the  projection  of  the  likely  demand  for  the  service  in  the 
community. 

The  suggestion  is  to  conduct  a  budget  analysis  for  any  changes  considered  in  a  rural 

health  system.  Some  experts  indicate  that  states  can  aid  in  this  area  by  the  creation  of  state 

data  banks  and  the  development  of  technical  assistance  programs.   In  Oklahoma,  some  of 

the  technical  assistance  is  provided  through  the  Cooperative  Extension  Service.  The  location 

of  the  data  banks  and  technical  assistance  may  vary  from  state  to  state  and  may  be  in  a 

Land  Grant  College  with  their  excellent  delivery  system,  a  State  Department,  a  Medical 

School,  a  State  Center  for  Rural  Health,  or  maybe  a  new  agency  or  department  needs  to  be 
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created.  The  location  of  the  service  is  not  important,  what  is  important  is  the  provision  of 
the  data  bank  and  technical  service. 

The  final  economic  concern  of  this  presentation  is  the  impact  of  changes  in  the  health 
system  on  the  economy  of  the  rural  community.  Changes  are  and  will  occur  and  thus  state 
policy  should  be  such  that  it  aids  and  encourages  changes  that  provide  health  services  to  the 
residents  and  also  aids  the  economic  heaUh  of  the  community.  A  hospital  may  be  one  of 
the  largest  employers  in  the  community,  but  with  changes  it  may  still  be.  Emotions  need  to 
be  kept  out  of  the  decisions  and  reality  must  enter  in.  For  example,  if  a  rural  hospital 
reduced  its  acute  beds  from  50  to  25  and  converts  25  of  those  into  a  skilled  nursing  wing, 
the  net  impact  on  employment  and  income  may  be  greater  than  the  current  system. 

In  summary,  the  health  care  system  which  evolves  is  very  important  to  the  health  of 
the  community  residents  and  to  the  health  of  the  community.  With  appropriate  state  policy, 
both  of  these  ends  can  be  served  and  the  great  "quality  of  life"  in  rural  communities 
maintained. 
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TABLE  A 


■ 

esumaikd  i«o 

POPOIATION  OF  WATONGA 
MKDICAL  SERVICE  AIl£4S 

1 

Area 

Population 

Primary  Service  Area 

Watonga 

3,800 

Secondary  Service  Area 

Blaine  County 

Canton 

800 

Geary 

1,550 

Greenfield 

200 

Hitchcock 

150 

Rural  Area  Residents 

2.925 

Seasonal  Residents 

57 

Canadian  County 

Geary 

200 

Rural  Area  Residents 

326 

Dewey  County 

Fay 

116 

1          Rural  Area  Residents 

43 

Total 

6368 
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TABLE B 


PHYSTCTAN  OFFTPF  VISITS  fllVFN  ITSAflF  RV  I  Of  AI   PIT 

IZENS  IN 

WATONGA  MEDICAL  SERVICE  AREAS 

Usase  in  Primarv  Service  Arvji 

1         70%             75%               80%               85%               90% 

95% 

100% 

5% 

5,488           5,837              6,186              6,535              6,884 

7,233 

7,582 

10% 

6,090           6,439              6,788              7,137              7,486 

7,835 

8,184 

15% 

6,691           7,040              7,389              7,738              8,087 

8,436 

8,785 

20% 

7,293           7,642              7,991              8,340              8,689 

9,038 

9,387 

25% 

7,894            8,243              8,592              8,941               9,290 

9,639 

9,988 

30% 

8,495           8,844              9,193              9,542              9,891 

10,240 

10,589 

35% 

9,097           9,446              9,795            10,144            10,493 

10,842 

11,191 

40% 

9,698          10,047            10,396            10,745            11,094 

11,443 

11,792 

45% 

10,300          10,649            10,998            11347            11,6% 

12,045 

12,394 

50% 

10,901          11,250            11,599            11,948            12,297 

12,646 

12,995 
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TABLE C 


TYPICAL  EQUIPMENT  FOUND  IN  A  ONE-PHYSICIAN  CLINIC 

Total  Cost 

Reception  Room 

13  Single  Chairs 

$1,369.68 

1  Magazine  Rack 

86.65 

1  Table 

141.23 

$1,597.56 

Business  Office 

2  Calculator/Adding  Machines 

$145.88 

2  Secretarial  Chairs 

227.28 

1  Clock 

19.91 

1  Copy  Machine 

1,019.45 

2  Desks 

537.48 

1  Dictaphone 

511.87 

3  Filing  Cabinets 

422.52 

1  Medical  Dictionary 

22.76 

1  Medical  Records  File  System  with  Pegboard 

1,382.47 

1  Rolodex 

25.56 

2  Telephones 

283.00 

1  Telephone  Answering  Device 

147.31 

1  Typewriter 

600.00 

3  Waste  Receptacles 

21.57 

$5,376.06 

Physician's  Office 

1  Bookshelf 

$104.21 

3  Chairs 

568.62 

1  Clock 

21.94 

1  Credenza 

301.65 

1  Desk 

415.23 

1  File  Cabinet 

81.17 

1  Telephone 

195.25 

(continued  next  page) 

$1,688.07 
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Table  C  (continued) 

Conference  Room 

1  Cabinet 

S175.50 

2  Chairs 

148.00 

1  Fire  Extinguisher 

1  Set  of  Kitchen  Utensils 

54.85 
65.81 

1  Microwave 

239.56 

1  Table 

197.44 

1  Vacuum  Sweeper 

514.83 

51,396-07 

Laboratory 

1  Autoclave 

S603.46 

1  Centrifuge  (Blood  &  Urine) 
1  Chair 

371.41 
120.44 

1  Incubator 

156.31 

1  Microscope 
1  Refrigerator 
1  Sink 

664.88 

364.44 

80.04 

1  Soap  Dispenser 

1  Elevated  Counter  Stool 

1.10 
98.72 

1  Telephone 

36.20 

1  Towel  Dispenser 
1  Waste  Receptacle 

(continued  next  page) 

4.94 
7.68 

$2,509.98 
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Table  C  (continued) 

Examination/Treatment  Room  (Three  per  Physician) 

1  Anoscope 

S96.53 

3  Blood  Pressure  Cuffe 

269.01 

3  Built-in  Cabinets 

970.74 

2  Writing  Cabinets 

349.90 

1  Cast  Cutter 

251.19 

3  Clothes  Hooks/Racks 

104.31 

1  Compressor/Suction 

346.45 

1  Doptone  (Mini  Dop) 

444.24 

1  Electrocardiograph 

1,476.64 

4  Examination  Tables 

7,359.92 

1  Foot  Stool 

26.33 

3  Gooseneck  Lamps 

280.38 

1  Mayo  Instrument  Stand 

90.49 

3  Ophthalmoscope/Otoscopes 

864.96 

1  Pediatric  Scale/Table 

166.40 

1  Portable  Oxygen  Tank,  Mask,  Carrier 

159.05 

1  Scale 

210.99 

6  Side  Chairs 

375.12 

1  Sigmoidoscope 

115.17 

3  Sinks 

460.71 

1  Snellen  Eye  Chart 

4.66 

3  Soap  Dispensers 

65.82 

3  Stools 

414.12 

3  Towel  Dispensers 

77.34 

1  Tray-Eye 

148.08 

I  Tray-Ear 

60.33 

1  Tray-Surgical 

224.86 

4  Waste  Receptacles 

177.24 

1  X-ray  View  Box 

109.47 

S15,700.45 

Equipment  Summary 

Reception  Room 

$  1,597.56 

Business  Office 

5,367.06 

Physician's  Office 

1,688.07 

Conference  Room 

1,396.07 

Laboratory 

2,509.98 

Examination/Treatment  Room  (Three) 

15,700.45 

$28,259.19 
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TABLED 


ESTIMATED  TOTAL  BILUNGS 
FOR  SCENARIO  WTTH  2^00  OFFICE  VISTTS 

Type  of  Visit 

Average  Rates 

Lower  Rates 

Upper  Rates 

Initial  Office  Visits 

$8,877 

S7,460 

510,295 

Routine  Office  Visits 

41,070 

36,602 

45,539 

Visits  with  Additional 
Charges  (other  than  X 
Ray) 

21,713 

13,331 

30,094 

Hospital  Visits 

5,540 

4300 

6,780 

Emergency  Room  Visits 

4,488 

3,513 

5,463 

Nursing  Home  Visits 

1,430 

960 

1,900 

Total  Billings 

83,118 

66,166 

100,071 

95%  Collection 

78,962 

62,858 

95,067 

90%  Collection 

74,806 

59,549 

90,064 

85%  Collection 

70,650 

56,241 

85,060 

1  80%  collection 

66,494 

52,933 

80,057 

Table  D  shows  the  total  billings  for  one  physician  with  2,500  office  visits  using  the 
average,  low,  and  high  rates  indicated  in  Table  4  (see  page  74).  The  rates  were  multiplied 
by  the  estimated  number  of  visits  in  Table  3  (see  page  73).  For  example,  using  the  average 
rates  for  visits,  total  billings  equal  $83,118  for  one  physician  with  2,500  office  visits  and  other 
respective  visits.  If  85%  was  collected,  gross  income  would  equal  $70,650  (Table  E).  In  a 
similar  manner  in  the  tables  which  follow.  Table  G  shows  gross  income  for  a  physician  with 
4,500  visits,  at  various  collection  rates  and  charges  per  visit.  Estimates  of  net  income  are 
made  by  subtracting  clinic  costs  from  gross  income.  Tables  D  and  G  show  this  for  2,500 
office  visits  and  4,500  office  visits,  respectively.  For  example,  if  a  physician  has  4,500  office 
visits,  with  average  charges  per  visit  and  a  90%  collection  rate,  net  income  would  be  $78,276 
(Table  G).  As  is  shown  in  Table  E,  the  first  year  of  practice  may  be  difficult  financially, 
given  the  assumptions  presented. 
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TABLE E 


ESTIMATED  INCOME  FOR 

SCENARIO  WITH  2,500  OFFICE 

VISITS 

Collection  Rate 

Average 

Lower  Rales 

Upper  Rates 

100%  Collection 

1 

9,881 

-7,071 

26,834 

95%  Collection 

5,725 

-10379 

21,830 

90%  Collection 

1,569 

-13,688 

16,827 

85%  Collection 

-2,587 

-16,996 

11,823 

80%  Collection 

-6,743 

-20,304 

6,820 

101 


TABLE F 


ESTIMATED  TOTAL  BILLINGS  FOR  SCENARIO 
WITH  4,500  OFFICE  VISITS 

1^  of  Visit 

Average  Rates 

Lower  Rates 

Upper  Rates 

Initial  Office  Visits 

15,970 

13,420 

18,520 

Routine  Office  Visits 

73,919 

65,876 

81,962 

Visits  with  Additional 
Charges  (other  than 
X-Ray) 

39,083 

23,996 

54,169 

Hospital  Visits 

32.409 

25,155 

39,663 

Emergency  Room 
Visits 

16,155 

12,645 

19.665 

Nursing  Home  Visits 

7,722 

5,184 

10,260 

Total  Billings 

182,258 

146,276 

224,239 

95%  Collection 

175,995 

138,962 

213,027 

90%  Collection 

166,732 

131,648 

201,815 

85%  Collection 

157,469 

124,335 

190,603 

80%  CoUeaion 

148,206 

117,021 

170391 
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TABLE G 


ESTIMATED  INCOME  FOR  SCENARIO                            1 
WITH  4^00  OFFICE  VISITS                                       | 

CoIIeaion  Rate 

Average 
Rates 

Lower 
Rates 

Upper 
Rates 

100%  Collection 

%,802 

57,820 

135,783 

95%  Collection 

87,539 

50,506 

124,571 

90%  Collection 

78,276 

43,192 

113359 

85%  Collection 

69,013 

35,879 

102,147 

1    80%  CoIIeaion 

59,750 

28,565 

90.935 
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TABLE  J 


EMPLOYMENT  CHANGES  BY  SECTOR  DUE  TO  HOSPITAL  CLOSING  IN  1988 

Sector 

1988 

1989 

1990 

1991 

1992 

Farm  Proprietors 

- 

- 

- 

- 

- 

Farm  Labor 

- 

- 

- 

- 

. 

Ag.  Services 

- 

- 

- 

- 

- 

Mining 

- 

- 

-    • 

- 

- 

Construction 

2 

2 

2 

2 

2 

Manufaauring 

- 

- 

- 

- 

- 

Transportation,  Communication, 
Utilities 

& 

1 

1 

2 

2 

2 

Wholesale 

1 

2 

2 

2 

3 

Retail 

2 

5 

5 

8 

9 

Finance 

- 

- 

1 

1 

1 

Services 

45 

48 

50 

52 

57 

Government 

- 

- 

1 

2 

4 

TOTAL 

51 

56 

63 

69 

78 

106 


TABLE  K 


FIRST  RESPONDER  CALLS  BY  MONTH 
IN  ELUS  COUNTY  IN  1988  AND  1989 


Month 

1988 

January 

1 

February 

1 

March 

6 

April 

15 

May 

6 

June 

5 

July 

4 

August 

2 

September 

3 

October 

7 

November 

4 

December 

1 

53 


1989 
6 
6 
3 
3 
1 
1 
2 
4 
3 
5 
1 
1 


^Program  initiated  in  March,  1988. 


TABLE L 


NUMBER  OF  PATIENTS  BY  AGE  AND 

SEX  FOR  FIRST  RESPONDER  CALLS  IN 

ELLIS  COUNTY  IN  1989 

Age 
Group 

Female 

Male 

Total 

<20 

1 

6 

7 

20-29 

0 

3 

3 

30-39 

1 

2 

3 

40-49 

0 

0 

0 

50-59 

3 

1 

4 

60-69 

2 

2 

4 

70-79 

2 

3 

5 

80-)- 

5 

0 

5 

No  Dau 

4 

1 

5 

Total 

18 

18 

36 

SOURCE:   First  Responder  Run  Reports  107 


I 


< 


< 
pa 

z 

i 

o 

aa 


2 

e2 


2  ^ 


S 


R?^ 


^ 


6  '^ 


§§ 


S^ 


S 


o 
u 

3 
n 

Z 


—    »-<    —    —    2<^<^<^"" 


—    «N    f^ 


^ 


o     o     —     o 


ooooooo>o 


o     o     o     —     o 


0-"00-<000000fMU-i 


0000-<  —       00<-«0       —       OOOOO       —       lO 


o     —     o     o     o 


O       O       -H       O       o 


o     o     o     o     o 


OOOO'-iOOfSOOOO'* 


0000-"0000'"^0'^ 


ooooooooooooo 


-^OOOO  O000-*000-*000r0 


o     o     o     o     o 


o     o     o     o     o 


OOOOCSO'^OOOOOrO 


o     o     o     o 


-H.—     ooo     —     or^ 


a 
•o 


a  i 


^    i    a    ^ 

a  ^  i  «  i 

>.    &>    5    S     3 


•i  f  .  ^8  ill 


Q. 

a. 

^    .s    ^    « 


q>§     £5=3^1     S     50£     313     i     2^op 


-50 

o 


o 
a. 

c 

3 
U 

c 
o 

Q- 

v> 

1) 

a: 


u 

D 
O 


TABLE  N 


NUMBER  OF  CALLS  BY  TIME  OF  DAY  AND  NATURE  OF  ILLNESS 
OR  INJURY  IN  1989  FOR  ELUS  COUNTY 

Nature  of 
Ulness 

6  a.m.- 
Noon 

Noon  - 
6  p.m. 

6  p.m.- 
Midnight 

Midnight- 
6  a.m. 

No 
Data 

Total 

Angina 

0 

I 

0 

0 

0 

OVA 

1 

0 

0 

0 

0 

Diabetic  Coma 

0 

0 

1 

0 

0 

Emphysema 

0 

0 

1 

0 

0 

Fever 

1 

0 

0 

0 

0 

Full  Cardiac 
Arrest 

0 

0 

1 

0 

0 

Pulmonary  Edema 

1 

0 

0 

0 

0 

Respiratory  Arrest 

0 

1 

0 

0 

0 

Terminal  Illness 

0 

0 

1 

0 

0 

Motor  Vehicle 
Accident 

4 

6 

4 

0 

0 

14 

Blunt  Trauma 

0 

0 

0 

1 

1 

2 

Bum 

0 

0 

2 

0 

0 

2 

Fall 

1 

1 

0 

0 

0 

2 

Small  Tool/Appl. 

0 

0 

0 

0 

1 

1 

Stabbing 

1 

0 

0 

0 

0 

1 

Other 

0 

0 

1 

0 

1 

2 

No  Data 

1 

0 

1 

1 

0 

3 

ToUl 

10 

9 

12 

2 

3 

36 

SOURCE:   First  Responder  Run  Reports   109 


TABLE O 


AVERAGE  RESPONSE  TIME  IN  MINUTES*  FOR  nRST 

RRSPONDERS  BY  LOCATION  OF  INCIDENT 

IN  1989  FOR  ELUS  COUNTY 

Location  of  Incident 

Number  of  Calls 

Average  Response 

City  Street 

2 

5.5 

County  Road  or  Highway 

8 

7.8 

Farm 

3 

30.0 

Home 

11 

7.0 

Job  Site 
Total 

1 

5.0 

25' 

8.2 

SOURCE:  First  Responder  Run  Reports 


^ime  First  Responder  on  Scene  minus  Time  Call  Received. 
'Number  does  not  equal  36  as  some  calls  did  not  have  data. 
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STRATEGIES  FOR  PROMOTING  A  VIABLE  RURAL  HEALTH  CARE  SYSTEM 

Ira  Moscovice,  PhJ)* 

ABSTRACT:  Strategies  for  promoting  a  viable  rural  health  care  system  in  the 
context  of  the  rapidly  changing  rural  health  care  environment  are  presented.  Also 
included  is  a  series  of  guiding  principles  that  support  rural  health  care.  They 
focus  on  the  need  for  cooperation  rather  than  competition  among  rural 
communities  and  health  providers;  the  need  for  leadership  and  empowerment  in 
rural  communities;  the  dependence  of  rural  health  on  generalists;  the  need  to 
transform  the  reimbursement  system  to  reward  rural  health  services;  the 
importance  of  quality  of  care  for  rural  providers;  the  challenge  of  providing  health 
and  social  services  to  the  aged;  and  the  instability  caused  by  uncertain 
government  attention  to  rural  concerns.  Examples  of  current  activities  that 
exemplify  the  effective  use  of  these  principles  with  respect  to  rural  hospitals  are 
discussed.  These  include  the  proposed  demonstration  of  a  new  health  care 
institution  called  the  Medical  Assistance  Facility,  the  development  of  rural 
hospital  consortia,  the  establishment  of  a  rural  health  care  transition  grants 
program,  and  the  activities  of  the  New  York  State  Legislative  Commission  on 
Rural  Resources. 

The  viability  of  the  rural  health  care  system  is  an  important  heaUh  policy  issue  on  the 
current  agenda  of  local,  state,  and  federal  governments.  The  creation  of  the  federal  Office 
of  Rural  Health  Policy  as  well  as  state  legislative  commissions  and  offices  of  rural  health 
indicates  the  renewed  interest  of  policy  makers  in  assuring  the  accessibility  and  availability 
of  health  care  for  rural  Americans. 

The  following  sections  will  focus  on  necessary  strategies  for  promoting  a  viable  rural 
health  care  system.  The  first  section  discusses  the  rapidly  changing  rural  health  care 
environment  both  in  terms  of  the  dynamics  of  the  socioeconomic  structure  of  rural  America 
and  the  major  trends  affecting  health  care  in  America.  The  second  section  presents  a  series 


'Professor  and  Associate  Director,  Division  of  Health  Services  Research  and  Policy,  School  of  Public 
Health,  University  of  Minnesota,  Minneapolis,  MN.  Dr.  Moscovice's  oral  presentation  was  based  on  this 
article  which  is  reprinted  here  with  permission  from  the  July  1989  issue  of  The  Journal  of  Rural  Health,  a 
publication  of  the  National  Rural  Health  Association. 
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of  guiding  principles  for  promoting  a  viable  rural  health  care  system  in  America.  The  final 
section  disciisses  current  examples  of  innovative  rural  health  activities  that  exemplify  the 
effective  use  of  these  principles. 

The  Rapidly  Changing  Rural  Health  Care  Environment 

The  environment  for  providing  health  services  to  rural  Americans  is  rapidly  changing. 
Dramatic  changes  are  currently  taking  place  both  in  rural  America  and  in  the  overall  health 
care  system.  The  following  are  salient  characteristics  of  rural  America  (Cordes,  1989): 

o  today's  rural  America  is  very  different  from  yesterday's   rural 

America; 
o         substantial  diversity  exists  among  rural  counties; 
o  the  rural  economy  is  very  fragile  and  extremely  vulnerable  to 

external  forces; 
o  the  plight  of  the  rural  poor  is  worsening  at  an  alarming  rate; 

and 
o         most    of    the    above    characteristics    are    relatively    new 

developments. 

Today's  rural  America  is  no  longer  dominated  by  agriculture  and  farm  life.  In  1987, 
only  7%  of  rural  residents  lived  on  farms  as  compared  to  more  that  60%  in  1920  (Cordes, 
1989).  By  the  1980s,  farming  had  been  replaced  by  service  industries,  manufacturing  and 
construction  as  the  dominant  economic  activity  in  rural  areas  (Bluestone  and  Daberkow, 
1985).  Today's  rural  America  is  characterized  by  substantial  diversity.  The  United  States 
Department  of  Agriculture  (USDA)  has  developed  the  following  classification  of  rural 
counties  based  on  their  major  economic  base:  agricultural  counties;  manufacturing  counties; 
mining,  oil  and  energy  counties;  specialized  government  counties;  persistent  poverty  counties; 
federal  lands  coimties;  and  retirement  community  counties  (Bender,  et  al.,  1985). 
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This  classification  scheme  reflects  the  economic  diversity,  as  well  as  the  demographic 
diversity,  that  exists  today  among  rural  counties  in  America.  Among  the  seven  categories 
above,  population  size  varies  by  302%,  population  density  varies  by  428%,  average  percent 
minority  varies  by  307%,  and  average  percent  completed  high  school  varies  by  64%  (Cordes, 
1989). 

Despite  the  above  diversity,  the  rural  economy  is  very  fragile  and  extremely 
vuhierable  to  external  forces.  Four  of  the  county  groups-agricultural;  manufacturing; 
mining,  oil  and  energy;  and  persistent  poverty--in  the  USDA  classification  account  for  more 
than  two  thirds  of  all  rural  counties  and  are  currently  experiencing  poor  economic  growth 
and  increased  unemployment  levels.  The  success  of  the  above  kinds  of  industries  is 
inevitably  linked  to  worldwide  economic  conditions  and  has  been  hampered  by  fluctuations 
in  the  strength  of  the  U.S.  dollar,  a  worldwide  economic  recession,  and  competition  from 
recently  industrialized  countries. 

Poverty  in  rural  America  now  exceeds  that  in  the  major  metropolitan  areas  of  our 
country.  Eighteen  percent  of  those  living  in  rural  America  (9.7  million  people)  are 
impoverished  with  one  fourth  of  all  rural  children  living  in  poverty  (McCormick,  1988.)  Few 
of  the  rural  poor  live  on  farms  and  it  has  been  suggested  that  the  farm  crisis  of  the  1980s 
has  overshadowed  the  problems  of  the  rural  poor. 

The  rural  poor  receive  a  disproportionately  smaller  share  of  public  aid  than  do  their 
urban  counterparts.  Rural  residents  constitute  30%  of  those  living  below  the  poverty  level, 
but  receive  only  20%  of  the  funds  that  federal,  state,  and  local  governments  spend  on  the 
poor  (McCormick  1988).  The  median  rural  income  has  decreased  from  80  to  73%  of  the 


113 


median  U.S.  urban  income  and  is  expected  to  continue  to  decrease.  Seven  of  every  eight 
new  jobs  in  our  country  are  located  in  urban  areas  and  rural  jobs  frequently  pay  low  wages 
to  underemployed  individuals.  All  of  these  figures  indicate  the  worsening  plight  of  the  rural 
poor  in  our  country. 

In  summary,  rural  society,  from  its  economic  base  to  its  social  structure,  is  undergoing 
a  profound  transformation.  This  transformation  will  have  a  major  effect  on  how  health 
services  are  provided  in  rural  America.  At  the  same  time,  the  health  care  environment  in 
America  is  changing.  Some  of  the  major  trends  in  the  environment  include  the  continued 
cost  containment  efforts  of  payors,  the  growth  of  a  diverse  elderly  population  with  increased 
life  expectancy,  the  increased  f  incial  risk  of  hospitals,  structural  changes  in  the  health  care 
delivery  system  including  continued  consolidation,  changes  in  physician  practice  patterns  due 
to  increased  competition  and  the  expansion  of  managed  care  programs,  and  the  rapid 
diffusion  of  technology  with  increased  consumer  and  provider  expectations  (Health  One 
Corporation,  1987). 

One  can  only  conclude  that  the  extraordinary  changes  taking  place  in  rural  America 
and  in  the  larger  health  care  system  have  placed  rural  health  care  at  great  risk  for  extensive 
system  wide  change.  With  the  recent  increased  public  and  private  sector  interest  in  rural 
health,  these  changes  can  be  positive  if  those  concerned  (i.e.,  consumers,  providers,  and 
policy  makers)  take  advantage  of  the  current  window  of  opportunity  to  improve  rural  health. 
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Underlying  Principles  for  a  Viable  Rural  Health  System 

Despite  the  rapidly  changing  and  diverse  environments  for  the  provision  of  health 
care  services  in  rural  areas,  it  is  possible  to  define  several  underlying  principles  that  support 
the  viability  of  rural  health  care.  This  section  describes  these  principles  and  is  followed  by 
current  examples  of  how  they  are  being  applied  to  rural  hospitals. 

The  Need  for  Cooperation  Rather  than  Competition.  Researchers  have  observed  that 
the  health  care  marketplace  is  currently  being  driven  by  increasingly  competitive  free-market 
forces.  Rural  hospitals  face  increased  competition  from  urban  facilities  for  patients  and 
personnel  (American  Hospital  Association,  1988).  Fuchs  (1988),  however,  has  questioned 
whether  the  health  care  revolution  is  really  being  fueled  by  increased  competition  or  by 
more  activist  policies  by  the  purchasers  of  health  care.  He  defined  the  following  necessary 
conditions  for  a  competitive  marketplace: 

o  a  large  number  of  buyers  and  sellers,  no  one  of  whom  is  so  big 

as  to  have  a  significant  influence  on  the  market  price; 
o  no  collusion  among  the  buyers  or  sellers  to  fix  prices  or 

quantities; 
o  relatively  free  and  easy  entry  into  the  market  of  new  buyers  or 

sellers; 
o  no  govemmentally  imposed  restraints  on  prices  or  quantities; 

and 
o  reasonably  good  information  about  price  and  quantity  known  to 

buyers  and  sellers. 

One  can  question  whether  these  conditions  hold  in  rural  communities  where  there 
are  fi-equently  limited  numbers  of  buyers  and  sellers  separated  by  large  geographical 
distances  and  acting  on  limited  information  in  a  system  dependent  on  reimbursement  under 
the  diagnosis  related  group  (DRG)-base  prospective  payment  system.  In  sum,  the  market 
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structure  for  health  care  services  in  rural  areas  does  not  readily  lend  itself  to  competitive 
markets. 

Although  textbook  competition  may  not  be  right  for  rural  health,  this  will  not  stop 
competition  for  rural  patients  from  urban  providers,  in  saturated  markets.  It  does,  however, 
suggest  that  rural  communities  and  health  providers  could  benefit  from  cooperation,  rather 
than  competition,  with  each  other.  Cooperative  arrangements  can  help  assure  access  to  the     ^ 
complete  spectrum  of  health  services  required  by  rural  residents. 

The  Need  for  Leadership  and  Empowerment  in  Rural  Communities.  The  need  for 
local  leadership  and  empowerment  in  rural  communities  is  critical  in  the  rapidly  changing 
rural  environment  (Cordes,  1989).  Rural  communities  could  benefit  from  the  translation  of 
the  traditional  self-help  ethic  of  their  residents  into  a  meaningful  concept  of  community 
development.  This  concept  is  central  to  the  Affordable  Rural  Coalition  for  Health  (ARCH) 
demonstration  project  currently  funded  by  the  W.K.  Kellogg  Foundation  (Fickenscher,  1987). 
The  goal  of  ARCH  is  to  help  small  rural  hospitals  make  the  transition  from  providing  only 
acute  care  services  to  becoming  health  care  centers.  Integral  to  ARCH  is  the  development 
of  local  ARCH  networks  in  participating  communities.  The  ARCH  process  requires 
community  involvement  through  the  local  network,  community  ownership  and  governance 
through  the  local  ARCH  board,  continual  program  modification  through  ongoing  community 
assessments,  and  mobilization  and  networking  of  resources  by  community  organizers. 

It  is  important  that  the  locus  of  control  for  rural  health  remain  in  the  local 
community.  Aggressive  competition  from  urban-based  providers  will  be  particularly  harmful 
if  it  leads  to  the  one-way  flow  of  patients  out  of  rural  communities,  the  unnecessary  closure 
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of  rural  hospitals,  and  the  acceleration  of  economic  problems  in  rural  areas.  Appropriate 
roles  for  external  forces  in  the  development  of  rural  health  care  systems  can  range  from 
developing  and  running  rural  health  programs  to  providing  necessary  technical  assistance 
that  supports  the  eventual  development  of  local  technical  expertise. 

The  Dependence  of  Rural  Health  on  Generallsts.  Rural  health  is  similar  to  other 
rural  economic  enterprises  in  its  dependence  on  generalists.  The  rural  environment-sparsely 
populated,  relatively  remote-demands  that  health  care  cannot  depend  primarily  on 
specialists  in  medicine,  nursing,  and  allied  health  professions.  However,  the  current 
environment  for  educating  and  regulating  health  professionals  is  not  conducive  to  the 
effective  training  and  placement  of  generalists.  For  example,  there  is  a  lack  of  generalist 
tracks  in  training  programs  that  include  rural  experiences.  The  recent  development  of 
training  programs  for  muhicompetency  personnel  (e.g.,  at  Southern  Illinois  University  and 
the  University  of  Alabama)  could  help  improve  the  provision  of  a  broad  range  of  health 
services  in  rural  communities.  On  the  other  hand,  the  rural  nursing  shortage  has  been 
exacerbated  by  increased  subspecialization  within  the  nursing  profession  and  the  effort  to 
increase  educational  requirements  for  licensure  as  a  registered  nurse. 

States  could  consider  restructuring  their  role  in  financing  the  education  of  health 
professionals  to  alter  the  balance  in  the  training  of  generalists  and  specialists.  Rural 
physicians  also  could  open  their  practices  as  laboratories  for  research  and  training  so  that 
the  next  generation  of  health  professionals  truly  understands  what  it  means  to  practice  in  a 
rural  community. 
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In  summary,  the  fortunes  of  rural  health  are  likely  to  depend  on  the  relative  supply 
and  esteem  of  generalists.  Rural  communities  could  offer  their  political  and  financial 
support  for  educational  programs  geared  toward  the  effective  training  of  generalists. 

The  Need  to  Transform  the  Reimbursement  System  to  Reward  Rural  Health 
Services.  It  is  difficult  to  alter  the  basic  way  that  health  services  are  provided  without 
changes  in  reimbursement  policies.  The  1980s  will  be  remembered  as  the  decade  of 
transformation  of  reimbursement  policies  for  hospital  and  physician  services.  The 
prospective  payment  system  (PPS)  replaced  cost-based  reimbursement  for  Medicare 
inpatient  care.  Although  all  hospitals  have  been  affected  by  PPS,  rural  hospitals  have  been 
disproportionately  burdened  by  this  system.  The  Prospective  Payment  Assessment 
Commission  (PROP AC)  has  identified  small  rural  hospitals  as  the  only  hospital  group  in 
which  the  average  hospital  had  a  negative  operating  margin  in  FY  1986  (Patton,  1988). 
Furthermore,  83%  of  all  hospitals  that  incurred  a  negative  operating  margin  in  each  of  the 
first  three  years  of  PPS  were  located  in  rural  areas. 

The  particular  features  of  PPS  that  have  been  troubling  for  rural  hospitals  include  the 
urban/rural  payment  differential  (approximately  37%  higher  on  average  for  urban  hospitals 
in  1987);  the  calculation  of  area  wage  indices  that  have  not  appropriately  reflected 
differences  in  the  mix  of  part-time  and  full-time  employees  or  the  relationship  of  wages  to 
proximity  to  urban  areas,  desirability  of  location  and  competing  local  employment 
opportunities;  and  an  inadequate  outlier  payment  policy  that  does  not  provide  rural  hospitals 
with  the  ability  to  cover  the  losses  associated  with  unusually  expensive  cases.  The  status  of 
rural  hospitals  under  PPS  has  clearly  become  an  important  part  of  PROPAC's  agenda. 
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As  a  counterpart  to  PPS,  the  federal  government  has  recently  unveiled  a  new  system 
for  Medicare  payments  to  physicians  (Hsaio,  et  al.,  1988).  This  system,  called  the  resource- 
based  relative  value  scale,  seeks  to  base  Medicare  payments  on  the  true  costs  of  physicians' 
services  rather  than  simply  on  what  they  charge.  Physicians  would  be  reimbursed  as  a 
function  of  the  work  performed  and  the  costs  associated  with  their  training  and  practices. 
The  work  component  includes  the  time  spent  on  a  procedure,  the  technical  skills  needed, 
and  the  mental  effort,  judgment  and  stress  involved.  The  system  proposes  to  pay  physicians 
more  for  the  time  they  spend  with  patients  and  less  for  specific  procedures.  It  is  estimated 
that  the  system  will  raise  Medicare  revenues  for  family  physicians  by  up  to  40%,  and  will 
lower  Medicare  revenues  for  some  surgical  specialists  by  20  to  30%.  There  will  clearly  be 
extensive  debate  about  the  resource-based  relative  value  system,  but  rural  physicians,  at  this 
point,  are  optimistic  about  this  comprehensive  effort  to  alter  the  current  Medicare  payment 
schedule  based  on  physicians'  usual,  customary,  and  reasonable  charges. 

Quality  of  Care  is  an  Important  Issue  for  Rural  Providers.  Quality  of  care  is  a 
con'  oversial  issue  for  rural  health  professionals  and  institutions.  Many  rural  residents  are 
bypassing  their  local  health  care  systems  and  traveling  to  urban  centers  for  their  health  care. 

But  is  "bigger  necessarily  better"?  In  the  case  of  rural  hospitals,  there  is  a  clear 
tradeoff  between  providing  a  full  range  of  inpatient  services  and  maintaining  an  acceptable 
level  of  quality.  To  date,  research  has  not  concluded  that  small  rural  hospitals  are 
necessarily  the  source  of  poor  quality  of  care  (Moscovice,  1989).  Size,  per  se,  does  not 
explain  outcomes.  Rather,  there  is  strong  evidence  that  increased  volume  (or  institutional 
experience)  is  associated  with  improved  outcomes,  particularly  for  surgical  patients. 


119 


1 


The  implications  of  the  volume/quality  research  for  regionalization  are  important  for 
rural  communities.  One  study  found  that  concentrating  patients  in  high  volume  hospitals 
could  prevent  greater  than  60%  of  deaths  for  some  procedures  (Maerki,  Hunt  and  Luft, 
1986).  However,  these  results  could  not  always  be  achieved  because  of  the  emergency 
nature  of  some  problems  and  the  logistical  problems  associated  with  regionalization, 
particularly  those  decisions  involving  the  residents  of  isolated  rural  areas.  The  study  also  did 
not  directly  account  for  travel  times  and  transportation  costs  associated  with  regionalization 
efforts. 

The  move  toward  selective  contracting  for  hospital  services  based  on  volume,  quality, 
and  price  also  has  significant  implications  for  rural  populations.  The  potential  strengths  of 
selective  contracting-decreased  service  supplication,  reduced  purchaser  costs,  and  lower 
expected  mortality  and  morbidity  rates  for  some  groups  of  patients-need  to  be  balanced 
against  the  potential  decrease  in  continuity  and  access  to  care,  increased  mortality  and 
morbidity  for  certain  population  groups  and  potential  political  problems  (Freeland,  Hunt, 
and  Luft,  1987).  Further  research  is  needed  before  we  can  conclude  that  improved  quality 
of  care  for  rural  patients  would  result  from  increased  regionalization  and  selective 
contracting. 

Aging  of  the  Population  Is  a  Major  Rural  Health  and  Social  Service  Challenge.  As 
mentioned  earlier,  the  growth  of  a  diverse  elderly  population  with  increased  life  expectancy 
is  an  increasingly  important  factor  in  the  health  care  environment.  This  is  even  more  true 
in  rural  America,  which  has  a  larger  proportion  of  the  elderly  (13%  aged  65  years  and  over 
in  1985)  than  urban  America  (10.7%  aged  65  and  over  in  1985)  (Cordes,  1989).  The  rural 
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elderly  have  other  characteristics  that  make  them  a  major  challenge  for  rural  health  and 
social  service  providers.  They  have  lower  incomes,  less  mobility  due  to  poorer  transportation 
facilities,  and  poorer  health  status  than  their  urban  counterparts.  The  past  decade  has  seen 
the  development  of  a  wide  range  of  health  and  social  service  programs  for  the  elderly. 
These  services  have  been  characterized  as  curative,  rehabilitation,  custodial,  habilitation, 
detection,  prevention,  promotion,  and  protection  (Rosenberg  Associates,  1985). 
Unfortunately,  the  sparse  rural  population  base  generally  cannot  support  the  growing 
spectrum  of  health  and  social  service  programs  recently  developed  for  the  elderly. 

As  a  result,  innovative  programs  for  the  rural  aged  often  use  existing  structures  and 
providers  as  their  foundation  while  attempting  to  forge  local  coordination  instead  of 
duplication.  For  example,  many  rural  hospitals  have  diversified  their  services  into  the  long- 
term  care  field  in  recent  years.  Frequently  considered  options  include  the  development  of 
skilled  nursing  home  care  beds,  swing  beds,  and  home  health  care  programs.  However, 
other  opportunities  abound  including  programs  in  rehabilitation,  ambulatory  care,  congregate 
housing,  adult  day  care,  meal  preparation,  case  management,  and  durable  medical 
equipment  (Rosenberg  Associate,  1985.)  Effective  service  diversification  can  therefore  serve 
the  dual  function  of  meeting  community  needs  while  also  improving  the  financial  position 
of  rural  institutions. 

The  Ebb  and  Flow  of  Government  Attention  to  Rural  Concerns  Fosters  Health 
System  Instability.  Rural  populations  have  traditionally  lagged  behind  urban  populations 
in  acquiring  basic  health  and  social  services.  The  relative  deficiency  of  rural  health  resources 
is  unambiguous  despite  the  evidence  of  increased  need  for  health  services  by  rural 
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populations.  Despite  all  of  the  above,  there  has  been  an  ebb  and  flow  of  government 
attention  to  rural  health  concerns.  This  uncertainty  has  helped  foster  health  system 
instability  in  rural  America. 

At  present,  there  is  renewed  public  and  private  sector  interest  in  rural  health. 
Although  the  federal  government  will  remain  an  important  actor  in  the  rural  health  picture, 
it  has  also  successfully  decentralized  some  of  its  responsibility  to  state  government.  Potential 
state  roles  for  improving  rural  health  services  include:  (1)  developing  rural  health  policy  by 
establishing  special  offices  or  commissions;  (2)  increasing  the  availability  of  health 
professionals  through  scholarship  programs,  rural  preceptorships,  and  recruitment  programs; 
(3)  providing  improved  payment  and  financing  for  health  services  through  expanding 
Medicaid  eligibility  and  changing  reimbursement  to  provide  more  incentives  to  providers 
practicing  in  rural  areas;  (4)  maintaining  needed  services  by  determining  criteria  for 
intervening  in  possible  closures  of  rural  hospitals  and  providing  seed  money  to  promote  new 
models  for  rural  medical  facilities;  (5)  assessing  the  impact  of  state  regulations  and  policies 
by  changing  state  licensure  and  scope  of  practice  laws  to  promote  greater  flexibility  in  the 
configuration  of  medical  facilities  and  the  use  of  mid-level  practitioners;  and  (6)  improving 
transportation  by  providing  grants  to  community  organizations  to  improve  the  availability  of 
transportation  services  for  rural  residents  (Helms,  1988).  It  is  likely  that  state  government 
will  become  a  major  actor  in  the  improvement  of  health  services  in  rural  America. 


122 


Applying  the  Principles  to  Rural  Hospitals 

The  principles  described  in  the  previous  section  are  of  limited  value  unless  they  can 
be  applied  to  actually  improve  rural  health  services.  This  section  will  present  several  current 
examples  of  rural  health  programs  and  activities  that  exemplify  the  effective  use  of  these 
principles  with  respect  to  rural  hospitals. 

Rural  hospitals  currently  represent  half  of  all  community  hospitals,  and  one-fourth 
of  all  community  hospital  beds  in  the  United  States  (Moscovice,  1989).  They  are  an 
important  force  in  local  rural  economies  and  are  frequently  the  hub  of  the  local  health  care 
system.  Despite  these  factors,  many  rural  hospitals  are  fighting  for  their  survival.  More  than 
200  rural  community  hospitals  have  closed  since  1980  and  one  fifth  of  the  remaining  rural 
hospitals  have  been  identified  as  prime  candidates  for  closure  within  the  next  five  years 
(American  Hospital  Association,  1988).  Rural  hospitals  appear  to  be  more  vulnerable  to 
the  pressures  created  by  the  rapidly  changing  health  care  system  than  are  other  hospitals. 

The  ability  of  rural  hospitals  to  remain  as  traditional  free-standing  nonprofit 
community  institutions  is  clearly  threatened.  In  response  to  the  changing  health  care 
environment,  rural  hospitals  are  examining  a  range  of  strategic  options  including  system 
affiliation  (e.g.,  complete  ownership,  lease,  or  management  contract),  service  diversification, 
voluntary  cooperation  with  other  institutions  in  the  form  of  consortia  or  alliances,  facility 
conversion,  or  closure.  The  examples  discussed  below  are  directly  related  to  these  strategies. 

Medical  Assistance  Facility.  An  innovative  approach  to  facility  conversion  is  the 
recent  proposal  of  the  Montana  Hospital  Association  to  the  Health  Care  Financing 
Administration  (HCFA)  to  demonstrate  a  new  category  of  health  care  facility  called  the 
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Medical  Assistance  Facility  (MAF)  (Lutz,  1988).  The  Montana  demonstration  would  replace 
five  existing  small  rural  hospitals,  threatened  with  closure  or  recently  closed,  with  a  new 
facility-the  MAF,  Their  facility  would  provide  acute  inpatient  care  for  up  to  96  hours,  or 
acute  care  prior  to  transfer  to  a  hospital.  The  MAF  would  be  located  in  frontier  counties 
with  fewer  than  six  residents  per  square  mile,  or  where  residents  (on  average)  were  located 
more  than  35  miles  from  the  nearest  hospital. 

New  licensure  standards  for  MAFs  have  been  approved  by  Montana's  state 
legislature.  The  HCFA  waiver  requests  that  Montana's  licensure  standards  for  MAFs  be 
accepted  as  Medicare  and  Medicaid  conditions  of  participation,  and  that  existing  DRGs  and 
corresponding  policies  be  used  as  a  basis  for  reimbursement.  It  is  proposed  that  if  a  patient 
is  discharged  within  96  hours,  the  MAF  would  receive  a  standard  DRG  payment.  If  a 
patient  is  admitted  to  a  MAF  and  then  transferred  to  a  hospital  instead  of  being  discharged, 
the  current  DRG  rules  for  reimbursement  under  transfer  would  apply.  Although  MAFs 
could  be  reimbursed  using  DRG  based  rates,  savings  could  accrue  to  HCFA  since,  if  rural 
hospitals  close,  a  significant  portion  of  their  patients  could  eventually  receive  care  in  urban 
facilities  under  higher  DRG  rates. 

The  MAF  represents  an  option  for  acute  medical  care  in  isolated  rural  areas  that  is 
more  comprehensive  than  an  emergency  care  facility,  but  less  complex,  and  presumably 
more  cost  effective,  than  an  underutilized  rural  hospital.  Converting  institutions  to  MAFs 
may  represent  a  politically  feasible  alternative  by  which  small  rural  communities  can  avoid 
many  of  the  adverse  consequences  of  a  hospital  closure,  while  at  the  same  time  potentially 
save  money  for  health  care  payors.  The  quality  of  care  received  by  community  residents  also 
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may  improve  because  MAFs  would  not  have  incentives  to  retain  patients  longer  than 
necessary  to  fill  empty  beds.  Nor  would  they  be  as  likely  to  acquire  expensive  technology 
that  might  not  be  utilized  at  a  rate  sufficient  to  maintain  the  skills  of  hospital  personnel. 

The  HCFA  demonstration  project  in  Montana  provides  an  opportunity  to  test  the 
MAF  concept  within  a  controlled  setting.  The  key  issues  that  need  to  be  examined  include: 

o  What  are  the  needs  of  rural  hospitals  in  meeting  the  licensure 

and  certification  requirements  as  MAFs? 
o  Is     DRG-based     reimbursement     a     reasonable     payment 

methodology  for  MAF  services? 
o  What  are  the  limitations  on  service  availability  and  utilization 

imposed  by  the  96-hour  maximum  length  of  stay? 
o  What  are  appropriate  staffing  patterns  for  MAFs? 

o  Are  MAFs  capable  of  assuring  quality  of  services  equivalent  to 

like  services  rendered  in  rural  hospitals? 
o  Can  MAFs  be  accepted  by  the  public  and  by  health  care 

professionals  as  a  viable  rural  health  care  entity? 

In  summary,  the  Montana  Hospital  Association  and  HCFA  are  interested  in  the 
development  of  a  viable  alternative  to  closure  for  small  rural  hospitals.  The  MAF 
demonstration  project  should  allow  us  to  understand  the  key  factors  that  are  present  in  rural 
communities  and  institutions  that  are  successful  in  making  the  transition  from  hospitals  to 
MAFs. 

Rural  Hospital  Consortia.  There  have  been  significant  recent  efforts  to  develop 
sustainable  voluntary  consortia  of  rural  hospitals.  The  American  Hospital  Association 
(AHA)  defines  a  hospital  consortium  (or  alliance)  as  a  formal  organized  group  of  hospitals 
of  hospital  systems  that  have  come  together  for  specific  purposes  and  have  specific 
membership  criteria.  Consortia  are  controlled  by  independent  and  autonomous  member 
institutions.  Since  consortia  are  governed  by  autonomous  institutions,  they  can  offer  rural 
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hospitals  many  of  the  advantages  of  system  affiliation  without  the  loss  of  ownership  and 
control.  In  theory,  consortia  can  provide  a  framework  for  developing  a  wide  range  of  joint 
activities  among  member  institutions,  with  the  decision  to  participate  in  any  particular 
program  remaining  at  the  discretion  of  each  individual  institution.  Consortia  can  improve 
the  "quality  of  institutional  life"  at  rural  facilities  at  relatively  low  cost.  However,  the  full 
implications  of  consortia  participation  by  rural  hospitals  have  not  been  demonstrated. 
Skeptics  of  consortia  raise  concerns  about  their  often  complex  organizational  forms,  the 
potential  lack  of  return  on  institutional  investments  in  consortia  and  the  potential  inability 
of  consortia  to  respond  quickly  to  rapidly  changing  economic  conditions. 

It  was  in  the  above  context  that  the  Robert  Wood  Johnson  Foundation  initiated  the 
Hospital-Based  Rural  Health  Care  Program  (HBRHCP).  The  goal  of  this  program  is  to 
improve  the  access,  quality,  and  cost  efficiency  of  health  services  for  rural  populations  by 
supporting  consortia  of  hospitals  (The  Robert  Wood  Johnson  Foundation,  1987). 

The  response  of  rural  hospitals  to  the  announcement  of  this  program  was 
overwhelming.  The  foundation  received  180  applications,  representing  approximately  1,700 
rural  hospitals  in  45  states.  This  represents  two  thirds  of  the  rural  hospitals  in  the  U.S.  The 
applications  were  reviewed  in  a  multistage  selection  process  that  included  critique  by  a 
national  advisory  committee,  program  office  reviews,  and  site  visits  to  finalists.  As  a  result 
of  this  selection  process,  fourteen  rural  health  care  consortia  were  chosen  to  receive  grants 
of  up  to  $600,000.  In  addition,  a  total  of  up  to  $7.5  million  in  loans  will  be  available  to 
grantees  to  upgrade  or  expand  their  service  capacity. 
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This  new  Robert  Wood  Johnson  initiative  is  the  first  national  effort  to  support  the 
development  of  niral  hospital  consortia  and  evaluate  their  effectiveness.  Each  consortium 
has  at  least  five  hospital  members,  and  six  of  the  consortia  include  nonhospital  members. 
Their  degree  of  prior  work  together  spans  a  broad  range,  from  little  or  no  previous  group 
activity  or  meetings,  to  a  highly  formalized  existing  consortium  that  has  pursued  joint 
activities  for  nearly  10  years.  Approximately  half  of  the  consortia  had  substantial  prior  work 
together.  Eight  of  the  consortia  have  developed  formal  governing  bodies,  with  bylaws, 
written  procedures  of  the  selection  of  members  and  officers,  and,  in  many  cases,  committees 
to  address  specific  areas. 

Environmental  and  demographic  characteristics  are  reflective  of  the  diversity  among 
grantees.  The  population  of  consortia  market  areas  ranges  from  44,000  persons  in  northern 
Montana  to  over  900,000  persons  in  South  Carolina  and  Southern  Maine.  The  consortia  have 
also  selected  a  variety  of  programs  to  be  developed.  Programs  for  shared  services,  primary 
or  specialty  clinics,  and  professional  recruitment  and  development  activities  were  the  most 
common  activities  planned  by  consortia.  Other  activities  included  marketing  and  public 
relations,  acute-care  bed  conversions,  financial  management,  regional  affiliations,  regional 
strategic  planning,  and  quality  assurance. 

To  date,  there  are  no  available  data  on  the  experiences  of  rural  hospitals  in  consortia. 
The  demonstration  and  evaluation  of  the  HBRHCP  provides  a  unique  opportunity  to 
examine  the  development  and  operational  experience  of  rural  hospital  consortia,  to 
determine  the  effect  of  consortia  participation  on  rural  hospitals  and  rural  communities,  and 
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to  assess  the  applicability  of  this  approach  to  other  rural  hospitals  and  communities 
throughout  the  U.S. 

Rural  Hospital  Transitions.  Cordes  (1989)  has  suggested  that  we  need  a  rural 
transition  policy  in  our  country  that  ensures  that  some  minimal  set  of  health  services  would 
be  available  to  all  rural  Americans.  This  transition  strategy  should  be  designed  to  ease 
human  resource  adjustment  and  ease  public  infrastructure  adjustments. 

Senator  Dave  Durenberger,  R-Minn.,  has  sponsored  a  bill  to  establish  a  rural  health 
care  transition  grants  program.  This  program  has  been  appropriated  almost  $9  million  for 
grants  to  assist  small  rural  hospitals  and  their  communities  in  the  planning  and 
implementation  of  projects  to  modify  the  type  and  extent  of  services  that  rural  hospitals 
provide.  This  will  enable  them  to  adjust  for  changes  in  service  population,  clinical  practice 
patterns,  and  other  factors.  Eligible  rural  hospitals  must  be  under  100  beds  and  nonprofit. 
Grant  proposals  will  be  forwarded  to  HCFA  through  each  state  governor's  office.  Grants 
wiU  be  up  to  $450,000  per  year  for  a  period  of  no  more  than  two  years. 

One  of  the  initial  stimuli  for  the  rural  health  care  transition  grants  program  is  a 
project  underway  in  northern  Minnesota.  The  Blandin  Foundation  has  funded  the  Northern 
Lakes  Health  Care  Consortium  to  work  with  two  hospitals  and  communities  in  northern 
Minnesota  to  help  them  with  their  transition  to  new  roles  as  community  health  care  centers 
in  an  increasingly  competitive  health  care  environment. 

The  two  hospitals  were  chosen  for  the  program  using  the  following  criteria:  (a)  rural 
location;  (b)  under  50  beds  and  nonprofit;  (c)  written  willingness  to  participate  fi-om  the 
hospital  board,  medical  staff,  and  administration;  and  (d)  commitment  to  dedicate  matching 
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funds  and  staff.  One  hospital  is  a  36-bed  facility  with  48  extended  care  beds,  the  sole 
hospital  in  the  county,  has  competition  from  hospitals  in  neighboring  counties,  and  is 
attractive  to  urban  facilities  in  terms  of  potential  referral  networks.  The  second  hospital  is 
a  16-bed  facility  with  an  attached  40-bed  skilled  care  facility.  It  is  supported  through 
hospital  district  authority  and  is  located  in  an  isolated  rural  area  with  a  limited  population 
base. 

The  grant  provided  $50,000  for  each  hospital  to  acquire  the  necessary  technical 
expertise  to  assess  their  future  and  begin  to  develop  appropriate  new  services.  These  funds 
were  supplemented  by  matching  local  funds  as  well  as  shared  technical  expertise  now 
available  through  the  Northern  Lakes  Health  Care  Consortium. 

The  major  activities  of  the  Northern  Minnesota  Rural  Health  Transition  Project 
include:  team  building  focused  on  hiring  consultants  with  appropriate  technical  expertise; 
information  gathering  from  internal  organizational  audits  and  external  environmental 
assessments;  hospital  board  and  provider  education;  community  education  and  public 
relations  through  an  advisory  committee  representing  the  critical  sectors  within  the  rural 
community  (e.g.,  commerce,  education,  government,  health,  and  religion)  and  the  hiring  of 
a  part-time  community  coordinator;  strategic  plan  development  including  mission  review, 
assessment  of  strategic  alternatives,  and  the  development  of  recommended  actions;  plan 
implementation  including  a  resource  allocation  of  no  more  that  $20,000;  and  project 
evaluation. 

The  key  ingredients  of  the  conceptual  framework  for  transition  are  the  central  role 
of  the  hospital  including  the  active  participation  of  the  hospital  administrator,  the  use  of 
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networks  to  maximize  resources,  effective  community  organizing,  improved  access  to 
hospital-sponsored  services,  effective  adaptation  of  the  health  center  concept  to  rural 
hospitals,  and  the  critical  importance  of  the  private  sector. 

Two  important  preliminary  observations  concerning  the  transition  projects  are: 

o  rural  hospitals  that  need  to  change  are  frequently  the  ones  with 

the    least    technical    and    financial    resources    available    to 

accomplish  the  task;  and 
o  financial  support  certainly  helps,  but  the  process  that  brings  a 

systematic  community-wide  assessment  of  the  rural  hospital's 

present  and  future  role  is  of  ultimate  value. 

N.Y.  State  Legislative  Commission  on  Rural  Resources.  The  final  example  describes 
the  significant  work  of  the  New  York  State  Legislative  Commission  on  Rural  Resources 
(1986).  This  conmiission  was  created  in  1982  to  examine  the  impact  of  rural  resources  upon 
the  state's  economy,  review  existing  laws  and  regulations  as  they  pertain  to  rural  resources, 
assess  the  effectiveness  of  programs  specifically  addressed  to  rural  resource  needs  and 
problems,  and  make  recommendations  to  the  legislature  to  enhance  and  protect  the  state's 
rural  resources. 

The  commission  has  held  statewide  hearings  on  rural  health  care  delivery,  held  major 
rural  health  symposia,  produced  reports  on  rural  health,  worked  closely  with  the  State 
Council  on  Health  Care  Financing,  helped  introduce  and  escort  health  care  bills  and  state 
budget  initiatives  through  the  legislature,  and  acted  as  a  rural  health  information 
clearinghouse. 

The  substantial  efforts  of  this  commission  have  led  to  a  $4.1  million  package  of  five 
rural  health  initiatives  included  in  the  1988  state  budget.  These  initiatives  include: 
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o  Planning  and  Implementation  of  Rural  Health  Provider 
Diversification  Projects  ($2,000,000):  To  fund  activities  related 
to  providing  local  health  care  services  including  primary  care, 
rehabilitative  services,  emergency  medical  care,  long-term  care 
and  geriatric  care. 

o  Implementation  of  Rural  Health  Provider  Networking  Projects 

($700,000):  To  assist  rural  areas  with  underdeveloped  health 
delivery  systems  to  coordinate  or  combine  needed  health  care 
services,  procedures,  transportation,  or  facihties. 

o  Implementation  of  Rural  Hospital  Swing-Bed  Demonstration 

Projects  ($900,000):  Demonstration  grants  will  be  made  to  rural 
acute-care  hospitals  to  cover  planning  and  implementation  costs 
for  swing-bed  projects. 

o  Physician  Recruitment,  Retention,  and  Clinical  Training  in  Rural 

Areas  ($318,000):  To  fund  enhancement  of  a  model  program 
which  includes  the  training  of  physician  interns  and  residents  in 
rural  hospitals,  emphasizing  family  practice  and  obstetrics. 

o  University-based  Rural  Health  and  Human  Services  Training  and 

Research  Institutes  ($200,000):  To  establish  rural  health  and 
human  service  institutes  within  university  graduate  programs, 
establish  clinical  residency  programs  in  public  health,  and 
stimulate  research  on  rural  health  policy  and  practices. 

In  addition,  one  other  initiative  will  facilitate  local   transportation  and  road 
improvement. 

o  Increased  Funding  for  Rural  Public  Transportation  Coordination 

Assistance  Program  ($703,000):  To  extend  aid  to  counties  for 
planning  and  start-up  of  rural  public  transportation  programs 
under  Article  2F  of  New  York's  Transportation  Law  in  a  effort 
to  help  transportation-disadvantaged  people  get  better  access  to 
health  care,  human  services,  educational  and  employment 
opportunities. 

The  efforts  of  the  New  York  State  Legislative  Commission  on  Rural  Resources 
suggest  that  state  government  can  be  a  key  actor  in  improving  rural  health. 
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Conclusion 

In  summaiy,  rural  health  care  is  in  transition.  There  is  a  need  for  a  change-oriented 
perspective  that  acknowledges  the  influence  of  environmental  forces  on  rural  health  care  and 
the  potential  for  rural  constituencies  to  shape  the  environment  (Hart,  1988).  Emphasis  on 
management  strategies  for  change  that  empowers  people,  develop  cooperative  alliances,  and 
build  community  involvement  will  benefit  rural  communities.  There  is  much  to  be  said  for 
the  simple  but  essential  statement  of  Russell  Ewald,  executive  vice  president  of  the 
McKnight  Foundation:  "People  in  the  field  can  best  define  and  resolve  problems." 
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INNOVATIVE  INITIATIVES  IN  RURAL  HEALTH: 
THE  STORY  OF  OREGON 

Marsha  KUgore  Butler* 


New  York  is  a  good  model  of  innovative  rural  health  initiatives,  as  Ira  Moscovice 
mentioned.  I  was  involved  in  some  of  the  efforts  in  New  York  in  the  early  days  and  their 
rural  commission  is,  indeed,  an  amazing  thing.  But  if  you  are  from  Montana  or  Oregon, 
doing  what  they  did  in  New  York  is  not  really  feasible.  If  we  had  those  kinds  of  budgets  we 
could  all  do  a  great  deal.  Instead,  I  am  going  to  talk  from  a  perspective  of  a  state  that  is 
similar  to  Montana  in  size  and  some  other  characteristics:  Oregon.  Definitely  Montana  and 
Oregon  are  kindred  because  we  are  two  of  the  three  last  states  not  to  have  a  sales  tax.  It 
is  nice  for  me  to  come  here  and  not  to  pay  a  sales  tax  because  it  is  one  of  the  few  states  that 
I  don't  have  to  do  that  in.  On  the  other  hand,  if  you  are  like  me,  as  much  as  you  don't  want 
to  pay  a  sales  tax,  if  we  don't  do  something  like  establish  a  sales  tax  in  our  state,  we  are 
really  going  to  be  up  a  creek.  Our  property  taxes  and  state  income  taxes  just  can't  do  it  all. 

Jane  asked  me  to  talk  about  Oregon  because  I  was  involved  there  for  so  long.  First, 
I  will  look  at  what  has  gone  on  in  the  State  of  Oregon  from  the  perspective  of  state  law  by 
examining:  the  kind  of  rural  health  legislation  that  has  passed;  some  of  the  efforts  that  it 
took  to  get  it  passed;  some  of  the  policy  issues  that  the  leadership  had  to  address  in  order 
to  establish  the  rural  health  laws  in  the  state;  and  some  of  the  roadblocks  that  those  involved 
encountered  along  the  way. 


Rural  Health  Care  Consultant,  Farmington,  New  Mexico.   Formerly  Director  of  the  Oregon  Office  of 
Rural  Health  (1979-1989)  and  President  of  the  National  Rural  Health  Association. 
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Second,  111  describe  a  second  phase  of  the  Oregon  experience  and  talk  about  three 
rural  communities  in  Oregon  and  their  health  care  initiatives.  Two  of  these  were  neighbor 
conmiunities  who  have  a  rural  health  system  that  was  really  focused  around  a  rural  health 
clinic,  not  a  hospital.  The  third  community  is  very,  very  isolated  in  the  state.  It  has  a  rural 
health  care  system  in  which  the  hospital  is  a  focal  point.  I  will  give  you  some  examples  of 
what  those  communities  went  through  and  some  of  the  innovative,  creative  approaches  they 
developed  to  address  their  health  care  needs.  Then  before  I  make  my  concluding  remarks, 
I  will  describe  the  major  legislation  that  passed  in  Oregon  last  July  that  created  a  state 
health  insurance  program  for  the  whole  state.  I'll  briefly  describe  some  of  the  positive  and 
negative  effects  that  the  legislation  will  have. 

There  are  three  reasons  why  I  want  to  talk  about  Oregon's  experience.  One,  I  am 
a  fifth  generation  native  of  Oregon.  That  is  the  most  that  you  can  be  at  my  age,  and  I  have 
had  15  years  of  experience  in  rural  health  in  the  state  on  all  levels.  Furthermore,  I  have 
worked  at  the  community  level-actually  fi-om  within  state  govemment~but  working  with 
communities,  as  well  as  with  legislators,  the  Governor's  office,  and  assorted  associations.  So 
rural  health  is  where  my  experience  and  my  expertise  is  so  that  is  one  reason  why  I  want  to 
talk  about  Oregon. 

Secondly,  I  think  that  Oregon  has,  indeed,  done  some  very  innovative  things,  some 
very  creative  things.  I  know  through  the  years  working  in  Oregon,  we  were  called  on  fi-om 
numerous  states  to  talk  about  some  of  the  things  that  we  did.  As  you  all  know,  there  is  no 
one  model  that  is  going  to  fit  every  state,  but  you  can  glean  things  from  each  state.  Because 
Montana  is  a  very  rural  state  I  think  that  there  are  some  things  that  have  gone  on  in  Oregon 
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that  may  be  of  benefit  throughout  the  next  few  years  as  this  state  develops  some  rural  health 
policy  and  programs  for  Montanans. 

Third,  I  think  that  rural  health  policy  in  Oregon  is  very  similar  to  some  of  the  rural 
health  policies  that  have  been  developed  in  Washington,  New  Mexico  and  in  Arizona  and 
certainly  can  be  developjed  here  in  Montana.  So  with  that,  HI  get  on  with  the  presentation. 

I  am  going  to  start  with  the  statewide  focus,  but  I  want  to  go  through  exactly  what 
has  happened  with  Oregon's  state  legislation  and  programs  in  a  chronological  fashion.  I 
want  to  tell  you  about  some  of  the  things  that  the  lawmakers  and  leaders  had  to  face-some 
of  the  challenges. 

For  those  of  you  who  have  not  been  to  Oregon,  let  me  briefly  describe  some  of  the 
state's  characteristics  so  you  can  picture  it  in  your  mind;  especially  the  geographic 
characteristics  of  the  three  small  rural  communities  I  will  focus  on  specifically.  Oregon,  like 
Montana,  is  very  rural  in  nature.  I  think  Oregon  has  a  little  bit  more  population  than 
Montana  and  we  have  a  concentration  of  population  in  the  far  western  part  of  the  state. 
Most  of  the  legislation  that  was  passed  or  developed  really  focused  on  what  was  going  on 
in  the  eastern  part  of  the  state.  If  you  can,  picture  the  eastern  part  of  the  state  being  almost 
the  land  size  of  North  Dakota  with  less  than  500,000  population.  We  are  talking  very 
sparsely  populated  areas  which  is  what  most  of  the  legislation  that  was  passed  was  intended 
to  address-the  eastern  side  of  the  state.  I  think  like  Montana,  Oregon  was  a  typical 
example  of  the  old  pioneer  spirit  of:  "We  don't  need  the  federal  money,  we  can  do  it 
ourselves".  So  there  were  very  few  federally  funded  community  health  centers  in  Oregon 
in  the  rural  areas.  Now  there  is  one.  But  for  years  there  wasn't  even  one  and  there  was  very 
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little  utilization  of  the  National  Health  Service  Corps  program,  even  when  it  was  at  its  height 
and  strength.  This  gives  you  an  idea  of  the  picture  in  Oregon  as  we  start  examining  policies. 

A  Summary  of  Oregon's  Rural  Health  Legislation 

In  1977  the  Oregon  legislature  passed  the  Nurse  Practitioner  Act  which  gave  nurse 
practitioners  licensed  in  the  state  of  Oregon  the  authority  to  practice  without  a  physician  on 
the  premises  and  without  having  any  responsibility  to  physicians.  In  other  words,  licensed 
nurse  practitioners  or  certified  nurse  practitioners  in  Oregon  can  hang  up  their  shingle  where 
they  choose;  they  do  not  have  to  work  under  the  supervision  of  a  physician. 

In  1979,  three  major  rural  health  pieces  of  legislation  passed.  One  mandated  that  any 
insurance  company  that  carried  a  policy  in  Oregon  had  to  reimburse  nurse  practitioners  for 
their  services.  There  was  no  clause  that  said  to  what  percentage,  but  anybody  who  was 
dealing  in  insurance  in  Oregon  had  to  reimburse  nurse  practitioners  if  they  provided  services 
to  their  clients. 

The  second  thing  that  legislation  did  was  to  give  nurse  practitioners  prescription 
authority.  It  was  limited  prescription  authority,  but  it  did  give  them  some  prescription 
authority.  In  addition,  the  second  piece  of  legislation  passed  in  1979  was  physician  assistant 
legislation  that  said  physician  assistants  who  want  to  practice  in  rural  areas  can  practice 
there  on  a  satellite  provision  for  a  physician,  but  without  the  physician  on  the  premises.  We 
now  have  physician  assistants  eligible  to  practice  in  rural  settings  with  a  physician  coming  on 
site  at  a  minimum  of  twice  a  month.  That  legislation  also  gave  them  some  limited 
prescription  privileges.  The  insurance  issue  was  covered  under  the  physician's  license,  so  we 
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did  not  have  to  create  legislation  to  assiire  insiirance  coverage  for  the  physician's  assistants 
as  we  did  for  the  nurse  practitioners. 

In  1979  the  state  of  Oregon  also  sought  to  create  the  State  Office  of  Rural  Health. 
It  was  not  a  big  office:  it  had  2.5  staff,  salary  to  support  them,  and  it  provided  a  little  bit 
of  seed  money  to  give  in  grant  programs  to  small  rural  communities.  It  is  interesting  that 
today,  11  years  later,  the  Office  of  Rural  Health  is  still  the  same  size.  It  has  much  greater 
responsibilities,  but  the  size  of  the  office  staff  is  still  the  same.  If  Montana  is  anything  like 
Oregon,  state  legislators  aren't  into  creating  bureaucracies,  so  though  they  may  increase  the 
workload,  they  keep  the  staff  level  at  that  begun  11  years  ago. 

The  Office  of  Rural  Health  was  charged  with  five  major  things.  One  of  these  was 
technical  assistance  which  was  probably  our  major  responsibility.  Our  job  was  to  provide 
technical  assistance  to  small  rural  communities  as  they  were  developing  their  health  care 
systems.  To  accomplish  this,  we  spent  practically  the  first  two  years  out  on  the  road  in  the 
rural  communities  of  the  state. 

The  second  thing  that  we  were  responsible  for  at  the  Office  of  Rural  Health  was  to 
serve  as  a  clearinghouse  of  information  on  rural  health  issues.  That  meant  that  we  needed 
to  know  what  was  going  on  at  the  federal  level,  what  was  going  on  with  the  state  Medical 
Association,  what  was  going  on  with  private  foundations  and  associations. 

The  third  thing  was  the  coordination  role.  We  were  to  be  the  coordinator  of  all  rural 
health  activities  in  Oregon.  So  if  the  Medical  Association  wanted  to  do  something,  and  the 
legislature  wanted  to  do  something,  and  a  small  rural  community  wanted  to  do  something, 
we  were  to  serve  as  the  coordinator  of  those  bodies.  The  legislature  also  created  a  statewide 
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Rural  Health  Coordinating  Council  of  about  18  members.  The  statute  mandates  who  wiU 
serve  on  the  commission.  There  are  five  out  of  eighteen  members  on  the  coimcil  that  are 
appointed  by  the  Governor  and  they  have  to  be  representative  of  the  state;  east,  west,  north 
and  south.  The  rest  are  all  selected  by  the  various  organizations  that  have  to  do  with  health 
care  in  rural  areas.  For  instance,  the  statute  actually  mandates  a  rural  physician  appointed 
by  the  state  Medical  Association,  an  optometrist  appointed  by  the  State  Optometric 
Association;  and  a  pharmacist,  nurse,  even  naturopath,  physician  assistant,  and  others  all  to 
be  appointed  by  various  organizations.  It  is  a  real  interesting  concoction  of  people,  and  it 
has  proved  to  be  a  very  effective  body  because,  indeed,  it  is  not  Governor  biased  or 
legislatively  biased.  It  is  actually  members  from  those  associations  representing  various 
interested  and  affected  individuals.  Not  too  many  states  have  done  things  like  that 

The  fourth  responsibility  was  the  grant  program-a  small  grant  program-about 
$80,000  for  a  two-year  period.  Of  that,  $40,000  was  to  go  to  two  communities  for  a  pilot 
project.  The  remaining  $40,000  was  to  be  distributed  in  small  grant  awards-no  more  that 
$5,000  per  commimity.  This  remains  the  case  today.  The  grant  program  aims  to  give  rural 
communities  help  with  their  health  care  system.  If  that  meant  helping  them  plan,  or  paying 
the  bills  until  a  new  provider  could  come  on  board,  or  buying  a  piece  of  lab  equipment,  or 
setting  up  a  small  pharmacy  in  the  clinic,  whatever,  that  is  what  that  money  was  to  be  used 
for.  It  is  a  very  important  thing  and  still  today  the  legislature  gives  out  $50,000  every  two 
years  for  that  program.  It's  not  a  lot  of  money,  but  it  sure  goes  a  long  way. 

The  fifth  expectation  of  the  office  was  to  develop  enabling  legislation  to  further  rural 
health  causes. 
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So  those  were  the  expectations  of  the  Oregon  Office  of  Rural  Health.  Nothing 
happened  on  the  legislative  end  between  1979  and  1987  with  rural  health  legislation.  We 
were  pretty  much  rolling  along,  doing  what  we  could  with  our  2.5  staff:  a  lot  of  work, 
analysis  and  a  lot  of  community  organization  activities.  For  the  most  part,  I  think  we  were 
very  effective  helping  to  work  out  the  primary  health  care  end  of  things.  (We  weren't  active 
so  much  in  the  hospital  arena  until  things  began  changing  with  the  hospital  industry.) 

In  1987  the  rural  hospital  legislation  was  passed  and  when  that  went  into  effect  it  did 
four  or  five  different  things.  For  one,  it  defined  rural  hospitals.  Rural  hospitals  in  Oregon 
are  now  type  A's,  B's  and  C's.  The  type  A  definition  is:  a  rural  hospital  under  50  beds  that 
is  considered  remote  and  is  more  than  30  miles  from  any  other  hospital.  Thirty  miles 
doesn't  seem  like  a  lot,  but  eight  rural  hospitals  in  Oregon  qualified  for  that  category.  Out 
of  that  eight,  seven  are  in  eastern  Oregon  and  they  are  anywhere  from  44  miles  to  130  miles 
from  another  hospital.  So,  while  that  definition  seems  open,  with  a  30-mile  limit,  it  really 
means  a  much  further  distance. 

The  type  B  hospitals  would  be  those  hospitals  that  were  considered  rural  under  50 
beds  but  less  than  30  miles  from  a  hospital. 

The  type  C  rural  hospitals  would  be  those  that  we  still  viewed  as  rural  and  were  not 
major  referral  centers  according  to  the  Health  Care  and  Financing  Administration,  but  might 
have  over  50  beds,  and  be  under  30  miles  away  from  another  hospital. 

Now  why  the  definitions?  The  definitions  were  determined  to  pave  the  way  for  some 
special  programs.  Depending  on  the  category,  this  1987  legislation  said  the  type  A  hospitals 
would  be  eligible  for  full  Medicaid  reimbursement.    No  other  hospitals  in  the  state  were 
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getting  that,  but  the  type  A's  would  be  eligible.  Another  interesting  piece  in  the  rural  health 
legislation  in  '87  was  the  statement  in  the  legislation  that  health  care  was  a  part  of  economic 
development,  a  part  of  a  local  economy,  and  that  health  care  was  an  industry.  That  was  just 
a  piece  of  language  in  the  legislation  and  a  lot  of  people  said  "So  what?"  but  it  paved  the 
way  for  some  things  in  1989. 

One  of  the  final  things  that  the  '87  legislation  did  was  create  a  state  funded 
recruitment  and  retention  program  for  physicians  in  rural  areas.  But  as  would  have  it,  there 
was  no  money  put  into  the  bill  to  implement  the  program.  In  the  Office  of  Rural  Health 
we  found  that  we  might  be  able  to  finance  the  program  if  we  could  charge  the  rural 
communities  a  minimum  fee  to  get  it  going.  Then  we  learned  that  state  statute  would  not 
let  us  charge  any  rural  community  to  subsidize  a  non-funded  state  program  in  order  for  the 
program  to  be  implemented.  As  a  result,  we  were  unable  to  implement  that  program 
between  1987  and  1988. 

In  1989,  the  recent  legislation  that  passed  (and  we  won't  have  another  session  until 
1991)  was  what  we  call  the  "Omnibus  Rural  Health  Act".  It  did  several  things.  One,  it 
provided  a  tax  credit  (and  as  I  mentioned  earlier,  we  have  high  income  taxes  in  Oregon), 
a  $5,000  tax  credit  for  any  physician,  nurse  practitioner  or  physician  assistant  that  was  going 
to  practice  in  a  rural  environment. 

The  legislation  also  gave  type  A  and  type  B  rural  hospitals  full  Medicaid 
reimbursement.   Thus  it  increased  it  to  include  an  additional  category  of  rural  hospitals. 

It  also  authorized  money  from  our  state  economic  development  fund  to  go  towards 
health  care.  That  is  where  the  whole  terminology  and  the  wording  in  the  earlier  legislation 
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that  "health  care  is  an  economic  issue"  became  very  effective.  We  could  now  put  some  meat 
behind  that  and  open  up  some  funding  sources  for  health  care  programs  in  rural 
communities,  not  limited  to  hospitals. 

The  legislation  also  appropriated  some  funds  to  implement  the  Rural  Health 
Recruitment  and  Retention  Program.  Additionally,  money  was  set  aside  in  the  Rural  Health 
Bill  for  funds  for  the  Oregon  Health  Sciences  University,  which  is  our  only  physician  training 
university  in  the  state,  to  go  after  money  through  the  Area  Health  Education  Center 
(AHEC)  Program.  We  did  not  have  an  AHEC  program  in  Oregon  and  it  provided  some 
up-front  money  to  the  university  to  go  after  that.  Since  it  is  not  common  in  those  states  that 
have  Area  Health  Education  Center  Program  to  have  the  state  kick  in  money,  that  action 
made  a  real  statement  to  us  in  Oregon  that  the  legislature  was  really  supportive  of  the 
program.  It  also  provided,  finally,  a  loan  forgiveness  program  for  physicians  and  nurse 
practitioners  who  trained  in  Oregon  to  get  their  loans  forgiven  if  they  practiced  in  rural 
areas.  So  that  was  the  Omnibus  Rural  Health  legislation;  1989  was  a  good  year  for  rural 
health  in  Oregon. 

The  Challenges  of  Creating  Innovative  Health  Care  Legislation 

What  does  it  all  mean  and  what  are  some  of  the  things  that  people  had  to  face? 
What  were  the  leaders--the  local  leaders,  government  leaders,  state  agencies,  county 
commissioners,  the  Governor's  office,  and  legislators-dealing  with  as  they  developed  this 
legislation?  (When  I  talk  about  leaders,  I  am  talking  about  all  those  who  were  involved  in 
developing  these  policies  and  programs.)   What  kinds  of  challenges  did  they  have  to  face? 


142 


Under  the  nurse  practitioner  legislation,  some  of  the  things  that  the  provider  groups 
had  to  answer  were  questions  that  were  mentioned  earlier  here  about  quality  of  care.  For 
example,  how  do  you  insure  quality  of  care  to  rural  citizens  if  you  are  going  to  let  nurse 
practitioners  and  physician  assistants  provide  the  services?  That  was  the  attitude  in  those 
days. 

One  of  the  ways  that  the  nursing  profession  dealt  with  this  issue  in  a  fashion  that  was 
acceptable  to  the  medical  profession,  was  to  insure  that  nurse  practitioners  would  be  highly 
trained  and  highly  qualified  individuals.  In  the  state  of  Oregon  to  become  a  certified  nurse 
practitioner  you  must  have  a  master's  degree.  Those  who  did  not  have  a  master's  degree 
before  1987  were  grandfathered  in,  but  any  new  ones  coming  into  the  state  must  have  a 
master's  degree,  plus  they  must  practice  in  the  state  of  Oregon  for  at  least  a  year  before 
they  are  allowed  to  apply  for  prescription  privileges.  They  also  have  to  have  35  hours  of 
prescription  training  and  go  before  a  board  that  is  composed  of  pharmacists,  physicians  and 
the  nursing  profession  to  get  certified  and  to  prescribe  drugs.  Hence,  there  are  some  real 
restrictions  in  there. 

We  often  talk  about  Oregon  having  lenient  laws  when  it  comes  to  the  practice  of 
nurse  practitioners  and  physician  assistants,  but  we  also  have  some  of  the  most  restrictive 
licensure  laws  of  those  practitioners  in  the  state  of  Oregon. 

Why  the  mandated  third-party  reimbursement?  Why  was  that  so  important?  It  was 
important  because  of  the  fact  that  if  you  can  get  the  providers  out  there,  for  example  nurse 
practitioners  would  go  to  rural  areas,  they  can  prescribe  drugs  now,  but  if  nobody  can 
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reimburse  them  for  their  services,  then  they  can't  make  any  money  to  exist  on  and  may 
leave. 

Regarding  the  Office  of  Rural  Health  legislation,  I  think  some  of  the  interesting 
challenges  or  questions  that  leaders  had  to  ask  themselves  when  they  created  that  office, 
were  things  like  why  do  we  need  an  Office  of  Rural  Health?  What  do  you  want  this  Office 
of  Rural  Health  to  do?  Where  are  we  going  to  put  it-in  state  government?  Where  is  the 
best  home  for  it?  What  is  the  target  audience  for  the  Office  of  Rural  Health?  If  you  say 
rural,  what  does  that  mean?  Does  it  mean  the  real  isolated  communities?  Is  it  going  to  be 
hospitals?  Can  chiropractors  use  it?  Who  is  going  to  be  the  target  audience  to  get  the 
services  of  the  Office  of  Rural  Health?   And  who  should  serve  on  the  Advisory  Board? 

You  can  imagine  during  a  legislative  time  how  political  it  was  to  be  appointed  to  that 
board.  In  fact,  at  the  bewitching  hour  when  the  legislature  was  getting  ready  to  end,  the 
Rural  Health  Bill  was  being  held  hostage  in  the  Senate  because  the  president  of  the  Senate 
was  an  optometrist  and  an  optometrist  wasn't  on  the  board.  Needless  to  say,  we  quickly  put 
an  optometrist  on  the  board. 

Another  question  was  how  much  money  should  we  give  to  the  small  grant-in-aid 
program  and  who  would  be  eligible  for  it?  How  much  is  too  much  and  how  much  is  not 
enough?  Is  it  really  going  to  make  a  difference?  Should  we  do  it  in  grants  or  should  we  do 
it  in  loans?  What  are  we  going  to  do  with  that?  How  long  is  this  office  going  to  last?  Is 
it  going  to  be  a  bureaucratic  agency  that  is  going  to  last  forever,  or  is  there  going  to  be  a 
tenure  to  this  office?  Is  it  going  to  terminate  after  a  couple  of  years  or  after  the  rural  health 
situation  gets  a  lot  better?   How  are  we  going  to  evaluate  whether  or  not  it's  doing  its  job 
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and  really  serving  the  needs  that  we  want  it  to  serve?  Those  were  questions  that  they  asked 
when  the  Office  of  Rural  Health  was  being  created. 

The  questions  that  the  leaders  asked  themselves  when  the  rural  hospital  legislation 
was  created  were  why  don't  we  help  all  rural  hospitals?  Which  rural  hospitals  are  worse  off? 
Should  we  help  those  that  are  worse  off  than  those  that  are  doing  okay,  or  are  we  penalizing 
those  that  are  doing  a  good  job  by  not  helping  them?  Why  do  we  just  reimburse  the  type 
A  hospitals  full  Medicaid  reimbursement?  Why  not  type  B's  and  why  not  type  C's?  Is  it 
really  the  state's  role  or  is  it  a  problem  for  the  industry  to  solve?  Shouldn't  rural  hospitals, 
by  the  mere  fact  that  they  belong  to  the  association,  be  taken  care  of  by  the  association? 
Why  should  the  state  of  Oregon  get  involved  in  hospital  care?  Why  should  we  have  a  Rural 
Health  Recruitment  and  Retention  Program  when  we  are  not  going  to  put  any  money  into 
it?   (I  did  answer  that  question  a  little  while  ago.) 

When  we  created  the  1989  Omnibus  Rural  Health  legislation  the  same  kinds  of 
questions  were  asked.  Under  the  tax  credit  program,  (which  was  a  biggie  because  Oregon 
doesn't  give  out  tax  credits  too  easily),  why  should  just  physicians,  physician  assistants  and 
nurse  practitioners  receive  such  credits,  why  not  registered  nurses?  Why  not  other  health 
professionals,  like  physical  therapists?  They  cost  an  arm  and  a  leg  and  you  can't  get  them 
out  there  either.  Why  don't  we  reimburse  them  or  give  them  a  tax  credit?  Why  do  we  just 
give  rural  providers  a  tax  credit  and  not  the  ones  that  are  in  urban  areas  serving  the  urban 
under-served--like  street  people?  Why  shouldn't  those  people  get  tax  credits?  Is  a  tax  credit 
really  a  form  of  subsidy  and  why  should  we  subsidize  professions  that  are  making  money 
hand-over-fist  anyway?  What  impact  is  this  whole  tax  credit  thing  going  to  have  on  our  tax 


145 


revenues  for  the  whole  state?    Are  we  talking  300  people  here  or  are  we  talking  1,000? 
How  many  people  are  going  to  be  eligible  for  this? 

Regarding  the  type  A  and  B  hospital  reimbursement  issues  under  Medicaid,  leaders 
were  saying,  "We  already  gave  this  reimbursement  to  type  A  hospitals,  why  are  we  going  to 
give  it  to  type  B  hospitals  now?  Is  this  just  opening  the  door  for  the  next  legislative  session 
where  we're  going  to  do  it  for  type  C?" 

Other  questions  were  raised  about  operating  efficiently  and  effectively.  For  example, 
are  we  penalizing  the  wrong  people? 

Big  questions  were  also  raised  because  there  is  only  so  much  Medicaid  money  to  go 
around.  Does  this  mean  that  we  are  going  to  add  more  money  to  the  Medicaid  pot,  or  are 
we  going  to  take  from  the  existing  Medicaid  pot?  For  example,  is  a  program  that  is  already 
being  funded,  for  instance,  prenatal  care,  going  to  be  robbed  in  order  to  have  the  funds  to 
reimburse  rural  hospitals? 

Economic  development  funds  were  also  a  big  issue  and  lots  of  questions  were  asked 
of  leaders  at  that  time  who  had  put  money  into  programs  for  hospital  and  health  care.  They 
were  asked:  "How  much  of  an  economic  issue  is  health  care,  and  how  far  do  we  go  with  it? 
Won't  every  Tom,  Dick  and  Harry  come  in  and  say  they  are  an  economic  issue?  Doesn't 
that  open  the  doors  for  all  kinds  of  interests  to  have  access  to  economic  development 
money?  Why  should  we  just  give  it  to  hospitals  and  health  clinics?  Why  not  home  health 
care?  Why  not  a  hospice  program?  Why  are  we  just  going  to  limit  it  to  that  group?  Is 
there  going  to  be  any  additional  money  in  economic  development?  Are  hospitals  and  clinics 
going  to  be  competing  against  libraries  and  how  much  sense  does  that  make?" 
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The  funding  for  the  Recruitment  and  Retention  Program  was  very  controversial. 
Questions  were  asked  such  as,  "Why  should  the  state  of  Oregon  be  in  the 
recruitment/retention  business?  Why  don't  we  just  take  that  money  and  diwy  it  out  to  the 
hospitals  and  the  communities  and  let  them  recruit  on  their  own?  Why  should  the  state  get 
involved  in  something  that  is  done  on  a  private  sector  basis?  Does  the  state  really  want  to 
get  into  this  to  the  point  that  they  are  going  to  have  to  stay  in  the  business?" 

Regarding  the  money  for  the  Area  Health  Education  Center  formation  and  the  loan 
forgiveness  program  for  providers,  the  questions  were  asked,  "Are  these  programs  really 
effective?  Does  AHEC  really  work?  What  does  this  mean  in  terms  of  long  range 
obligations  or  commitments?  We  have  a  problem  right  now.  This  AHEC  stuff  and  this  loan 
forgiveness  stuff  is  going  to  happen  way  down  the  road.  We  have  problems  right  now  that 
we  have  to  deal  with.  Is  the  money  for  the  AHEC  a  one-time-only  money?  What  if  the 
federal  government  runs  out  of  money,  (as  we  all  know  that  it  does).  Where  is  that  money 
going  to  come  from  then?  Does  that  mean  that  the  state  will  have  to  pick  up  the  dollars 
that  the  feds  were  putting  into  the  program?  Is  it  another  traditional  situation  where  the 
federal  government  starts  something  and  then  expects  the  state  to  carry  it  on  and  the  state 
doesn't  dare  not  carry  it  on?"  Those  were  some  of  the  questions  that  were  asked  by  the 
leaders  as  they  developed  the  legislation. 

In  conclusion,  what  we  can  say  is  that  Oregon  did  set  some  policies  on  rural  health 
care  and  set  some  priorities  and  directions  for  rural  health.  I  gleaned  six  generalizations 
from  this  experience. 
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1)  Through  its  legislative  action,  Oregon  said  health  care  in  rural 
areas  is  a  concern  of  the  state  and  there  are  some  major 
problems. 

2)  The  state  should  put  resources  into  improving  the  availability 
and  accessibility  of  health  care  in  rural  areas. 

3)  The  state  program  was  founded  on  the  belief  that  rural 
communities  need  to  decide  for  themselves  what  their  needs  are 
in  the  way  of  health  care. 

4)  The  state  would  assist  but  would  not  own  the  rural  health  care 
delivery  system  in  each  community.  This  is  critical.  Many 
speakers  say  this  all  the  time--Ira  Moscovice  said  it,  Gerald 
Doeksen  said  it.  Rural  health  has  to  belong  to  the  community. 
The  state  of  Oregon  said  it  is  going  to  let  it  belong  to  the 
community. 

5)  By  its  nature  the  legislation  acknowledged  that  there  are  short- 
term  and  there  are  long-term  solutions  to  the  rural  health 
dilemma.  We  have  to  look  at  both  of  them  and  we  have  to  deal 
with  both  of  them.  We  have  to  pass  laws  and  legislation  to 
address  both  short  and  long  range  solutions  to  the  problem. 

6)  Finally,  the  state  said  through  all  of  its  legislation,  "We  are  not 
guaranteeing  anything.  We're  not  saying  that  because  we  are 
starting  this  program  this  year  that  we  are  going  to  continue  it 
next  year."   Every  two  years  the  program  is  evaluated. 


Through  all  of  the  legislation  the  state  indeed  indicated  that  rural  health  was  its 
responsibility;  it  demonstrated  that  problems  with  rural  health  weren't  something  that  could 
just  take  care  of  themselves. 

Three  Small  Community  Rural  Health  Care  Models 

I  would  like  to  turn  now  to  the  second  part  of  my  presentation~the  small  rural 
communities~so  that  you  can  understand  what  people  did  on  a  local  level.     This  is 
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important,  particularly  for  those  like  county  commissioners,  or  others  working  at  the  local 
level.   But  it's  also  useful  for  state  folks  to  see  what  can  be  done  at  the  local  level. 

The  first  two  communities  I  am  going  to  describe  are  Condon  and  Fossil.  First  let 
me  tell  you  where  Condon  is  located,  and  what  it  looks  like.  Condon  is  in  a  county  with 
2,000  square  miles,  less  than  2,000  people-one  person  per  square  mile.  There  is  no  hospital 
there.  Years  ago  there  were  lots  of  old  country  doctors  in  Condon.  They  didn't  need  a 
hospital  to  practice  medicine.  As  time  went  on,  particularly  in  the  70s,  those  doctors  died 
or  retired  and  there  was  nobody  to  replace  them.  The  National  Health  Service  Corps  came 
in  and  the  doctor  stayed  for  two  years  and  left  and  was  replaced  with  a  nurse  practitioner. 
You  know  the  scenario-it  has  probably  happened  here. 

There  was  definitely  a  need  for  a  stable  health  care  system  there.  So  what  the 
community  did  was  pull  together  an  organized  body,  formed  a  non-profit  corporation,  came 
to  the  State  Office  of  Rural  Health  and  said,  "We  would  like  your  assistance  defining  and 
developing  a  health  system  that  is  stable  in  our  county.  We  cannot  keep  doctors,  so  what 
do  we  need  to  do?"  We  sat  down  with  that  community  and  worked  with  them,  but  believe 
you  me,  it  was  the  community  doing  most  of  the  work.  We  just  facilitated  their  efforts,  gave 
them  information  and  helped  lead  them  in  the  right  direction  for  different  things. 

What  they  decided  for  their  health  care  system  was  not  to  try  to  recruit  another 
physician  in  their  community.  They  were  loosing  their  physician  because  that  person  did  not 
want  to  stay  in  that  environment  by  themselves.  They  were  too  isolated-75  miles  from  the 
nearest  hospital.  Instead,  they  approached  the  idea  of  using  physician  assistants.  They 
selected  two  physician  assistants  to  work  in  their  community.  Why  two?  Because  they  knew 
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that  even  solo  physician  assistants  won't  stay  in  an  isolated  environment.  But  how  were  they 
going  to  pay  for  two  physician  assistants  when  there  are  less  than  2,000  people  in  that 
county?  TTiey  formed  a  tax  district,  not  unlike  a  fire  district  or  a  school  district  and  levied 
a  tax  to  help  subsidize  those  two  physician  assistants.  The  health  clinic  itself  would  operate 
on  a  non-profit  basis,  but  it  charged  people  for  seI^^ce--a  minimal  fee  for  service--and 
generally  operated  like  a  private  business.  What  money  they  needed  at  the  end  of  the  year 
to  make  ends  meet  would  be  the  taxes  that  would  be  levied.  This  measure  passed  for  three 
years  in  a  row  and  now  it  is  a  permanent  thing  on  the  books  in  that  county. 

The  plan  was  not  something  that  people  thought  of  with  haste.  A  great  deal  of 
discussion  and  a  lot  of  work  was  necessary  to  get  it  passed,  but  it  is  a  very  sound  system  and 
those  physician  assistants  have  been  there  since  1981.  The  same  two  physician  assistants 
provide  health  care  24  hours  a  day,  seven  days  a  week.   One  of  them  is  always  on  call. 

Now  the  case  of  Fossil:  it  was  only  20  miles  from  Condon,  and  likewise,  was  in  an 
isolated  county  of  about  2,000  square  miles  and  fewer  that  2,000  people.  There  was  no 
economic  base  to  speak  of~the  only  lumber  mill  that  existed  there  had  closed.  They  had 
a  history  of  having  nurse  practitioners  through  the  National  Health  Service  Corps  and  the 
county  sort  of  treated  the  clinic  as  a  county  health  department.  The  county  paid  for  the 
nurse  practitioner  and  the  clinic  to  operate. 

Fossil  did  not  get  along  with  Condon-twenty  miles  apart  but  two  different  counties. 
(The  Hatfield/McCoy's  feud  exists  everywhere.)  They  didn't  work  together  and  they  were 
not  going  to  back  each  other  up.  They  wanted  to  do  their  own  thing.  Fossil  was  convinced 


150 


that  their  community  was  different  than  Condon  so  they  had  to  have  a  different  kind  of 
health  care  system. 

What  Fossil  eventually  ended  up  doing  was  forming  a  non-profit  organization  of 
community  people.  They  did  their  own  community  needs  analysis.  They  got  some  input 
from  us  on  how  to  do  it.  They  went  door  to  door  and  gathered  information  and  what  they 
ended  up  with  is  a  physician  assistant  primary  care  clinic. 

Fossil  and  Condon  both  had  to  deal  with  a  number  of  questions  and  issues.  Condon 
residents  were  saying,  "We  are  going  to  tax  ourselves  for  this  and  pay  for  the  service  on  top 
of  it.  Is  that  a  tax  that  we  are  going  to  have  to  deal  with  forever?  Do  we  want  to  do  that?" 
They  had  to  ask  themselves,  "Do  we  really  want  health  care  24  hours  a  day,  7  days  a  week?" 
You  know  the  answer.  So  instead  of  getting  National  Health  Service  Corps  people,  they 
talked  the  federal  government  into  giving  them  some  start-up  money  through  the  Frontier 
Heahh  Program  under  the  Community  Heahh  Center  Act,  and  they  received  a  two  year 
funding  of  $30,000  each  year  to  get  it  going.  They  haven't  used  federal  money  for  the  last 
two  years,  they  now  have  a  very  functioning,  private  clinic  that  the  county  has  bought  into 
and  it  is  working  very  nicely.  Anyway,  it  was  a  tough  decision  on  their  part  to  say  "no"  to 
the  federal  government  to  National  Health  Service  Corps  personnel  and  convince  them  to 
go  after  Frontier  money.   It  was  a  challenge  on  their  part. 

A  second  issue  was  that  of  the  two  communities  working  together.  Now  Condon  and 
Fossil  work  together  as  I  said,  but  originally  reluctance  to  cooperate  was  a  major  obstacle 
for  those  two  communities  to  overcome.  They  finally  realized  they  had  to  work  together  or 
neither  one  of  them  would  have  a  good  solid  system  and  a  system  for  backup.  It  also  helped 
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for  the  physician  that  sponsored  one  of  the  physician  assistants  in  Condon  to  also  sponsor 
the  physician  assistant  in  Fossil.  But  Fossil  had  to  bite  the  bullet  and  say,  "Okay,  we  will 
work  with  the  doctor  who  works  with  Condon  to  get  it  going."  Those  were  the  kinds  of 
things  that  the  two  communities  had  to  deal  with. 

Bums,  the  third  community,  was  really  interesting.  It  is  in  eastern  Oregon  in  Harney 
County,  about  7,500  square  miles,  8,000  people,  130  miles  from  the  nearest  hospital.  They 
had  five  doctors  and  within  five  months  they  were  down  to  one.  The  community  panicked. 
The  hospital  started  to  go  under.  It  was  a  county  hospital.  The  county  commissioners  fired 
the  hospital  administrator  because  they  couldn't  afford  to  pay  him.  One  of  the  county 
commissioners  became  the  hospital  administrator.  Very  interesting.  Residents  had  to  travel 
130  miles  to  the  nearest  hospital  and  to  the  nearest  physician.  So  what  were  they  going  to 
do? 

They  got  involved  with  a  project  that  was  operating  through  the  Mountain  States 
Health  Corporation  in  Idaho  that  was  funded  by  the  Northwest  Area  Foundation.  (I  know 
that  Dillon,  Montana  has  the  same  program.)  Their  involvement  came  through  a  community 
decision  making  process  where  the  community  decides  if  they  want  health  care  services  and 
to  what  extent.  So  the  program  that  has  developed  in  Bums  was  actually  developed  by  the 
community.  It's  a  community-based  process  where  you  have  a  salaried  community  organizer 
to  educate  the  community  on  what  the  health  care  issues  are.  This  person  helps  the 
community  decide,  as  a  collective  group,  what  kind  of  a  health  care  system  they  want.  Do 
they  want  hospitals?  Do  they  want  a  primary  care  clinic?  Do  they  want  to  be  in  the  mental 
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health  business?  What  do  they  want  in  their  county  and  what  kind  of  an  impact  will  it  have 
on  the  rest  of  their  economic  base? 

They  now  have  a  tax  district.  Their  hospital  is  a  taxed  hospital.  They  now  have  a 
full-time  administrator  hired  by  the  district.  The  county  is  no  longer  in  the  health  business. 
I  think  that  the  county  is  glad  to  be  out  of  the  health  business  on  one  hand  and  glad  to  see 
what  has  happened  to  their  community.  They  now  have  two  new  physicians--that  makes 
three-and  they  are  getting  another  one.  The  very  indication  that  the  community  was  behind 
their  health  care  program  and  was  working  on  it  was  the  recruitment  tool  that  attracted 
some  new  doctors  there.  That  is  what  it  took.  Those  doctors  said,  "This  community  is 
behind  us  so  we  will  go  to  this  community." 

Again,  some  tough  decisions  were  made  on  that  community's  part;  they  asked  some 
tough  questions  of  themselves.  "How  mad  are  we  going  to  make  the  county  by  telling  the 
county  that  we  don't  think  they  are  doing  a  good  job  in  running  the  hospital?  Are  the 
taxpayers  going  to  be  willing  to  tax  it?"   Lots  of  tough  questions  had  to  be  asked. 

The  Health  Insurance  Package 

Before  I  finish,  I  want  to  comment  briefly  about  the  health  insurance  package  that 
was  passed  in  Oregon.  I  will  start  by  saying  that  it  is  not  a  perfect  program.  It  was  tailored 
for  Oregon  and  it  has  been  worked  on  for  years  and  years.  It  was  not  an  overnight  thing 
that  somebody  was  able  to  railroad  through  the  legislature.  So  you  may  hear  discussion 
about  the  Oregon  Health  Plan-some  states  will  say,  "That  is  crazy,  it  will  never  work".    Well 
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it  probably  would  never  work  in  New  Mexico  or  in  Arizona,  but  it  is  going  to  work  in 
Oregon  because  it's  tailor  made  for  Oregon. 

Briefly,  what  the  bill  says  is  that  we  want  to  have  everybody  in  the  state  insured;  at 
least  95%  of  the  people  of  the  state  of  Oregon  insured  for  a  basic  health  care  package. 
There  were  three  parts  to  the  legislation.  One  sets  a  low  cost,  basic  care  insurance  plan  for 
small  businesses  which  do  not  offer  health  plans.  It  gives  them  some  tax  incentives  for  doing 
that—tax  credits.  The  legislation  provides  health  insurance  to  people  who  have  been  turned 
down  by  insurers.  There  is  a  risk  pool  established.  The  third  part  of  the  legislation 
restructures  Medicaid  systems  so  that  everybody  is  offered  a  basic  health  care  program. 
What  is  in  the  basic  health  care  program  has  not  yet  been  completely  decided.  There  are 
lots  of  parties  lobbying  to  have  a  little  bit  of  everything  in  there,  but  there  will  be  a  basic 
health  care  package  offered  and  every  two  years  the  legislature  will  appropriate  the  money. 
If  there  is  not  enough  money  for  all  of  those  basic  health  services,  some  of  them  will  be 
dropped  off.  If  there  is  more  money,  more  will  be  added,  but  it  will  be  a  prioritized  list  of 
basic  health  care  services.  The  whole  point  is  to  make  sure  that  at  least  basic  health  care 
services  are  provided  to  all  Oregonians. 

The  impact  of  that  legislation  on  rural  citizens  is  still  questionable.  We  do,  however, 
see  some  positive  things.  For  once,  a  lot  of  the  low  income  people  in  the  rural  areas  will 
now  have  basic  health  care  services  that  they  didn't  have  before.  As  you  all  know,  often 
times  your  Medicaid  eligible  population  in  rural  areas  are  not  certified.  The  legislation  now 
gives  the  health  care  provider  in  the  rural  areas  reimbursement  for  the  "free"  care  they  have 
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been  giving.   Hopefully,  this  will  have  positive  effects  on  some  of  the  retention  issues  and 
help  to  keep  providers  around. 

The  small  businesses  may  have  a  problem  with  this  in  rural  communities;  a  lot  of 
them  can't  afford  to  offer  health  plans,  but  they  are  going  to  be  required  to  offer  health 
plans.  Does  that  mean  that  some  of  the  industries  in  rural  communities  are  going  to  fold? 
This  question  has  concerned  a  lot  of  people.  Overall  we  see  the  health  insurance  legislation 
having  some  positive  effects  on  rural  communities,  and  possibly  some  negative  effects. 
Again,  it  is  Oregon's  model.  I  think  everyone  is  watching  it  and  can  learn  from  it,  but  it  is 
not  necessarily  the  model  for  every  state  in  the  country. 

Conclusion 

Let  me  conclude  with  six  points  that  I  think  are  important  to  think  about  as  you 
develop  policy  and  programs  on  rural  health  care  over  the  coming  period. 

For  one,  it  is  very,  very  critical  and  important  to  be  informed  and  educated  about  all 
aspects  of  the  health  care  system.  You  need  to  be  generalists.  It  is  hard  to  be  an  expert 
this  day  and  age  in  health  care,  but  you  need  to  at  least  be  aware  of  nursing  home  issues, 
reimbursement  issues,  hospital  issues,  retention  issues,  education  issues,  etc. 

Two,  it  is  important  that  local  leaders  remain  involved  not  only  on  local  policy  issues, 
but  statewide  and  national  issues  as  well.  If  local  leaders  don't  keep  their  state  leaders  and 
their  national  leaders  informed  and  abreast  of  the  issues,  then  they  are  not  going  to  be 
aware  that  there  is  a  problem.  So  it  is  very  important  for  local  leaders  to  be  telling  state 
and  national  leaders  what  the  problems  and  the  issues  are. 
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Third,  it  is  important  to  not  only  look  at  a  short-term  solution  to  your  rural  health 
problems,  but  to  look  at  them  on  a  long-term  basis  as  well.  It  takes  both  short-term  and 
long-term  solutions  to  deal  with  and  to  solve  the  problems  of  rural  health. 

Fourth,  it  is  important  to  prioritize.  You  can't  do  everything  at  once.  As  I  described 
through  the  Oregon  legislation,  you  can  see  that  we  didn't  try  to  do  everything  at  once. 
Prioritize  what  is  most  important  to  you  and  do  the  best  you  can  with  that  and  then  move 
forward  in  future  years  towards  expanding  your  efforts. 

Fifth,  it  is  very  important  that  you  continue  to  evaluate  whatever  you  develop.  Things 
change.  The  Office  of  Rural  Health  was  focused  on  primary  care  clinics.  Things  changed 
in  the  rural  hospital  industry  and  in  evaluating  that,  new  legislation  was  created  to  address 
it.  So,  be  careful  to  evaluate. 

And,  finally,  I  think  that  the  most  important  thing,  whatever  you  do,  is  to  work 
collectively  so  that  all  interested  and  affected  parties  agree  on  a  plan  of  action.  If  you  are 
going  to  try  to  make  policy  change  at  the  local  level  or  the  state  level,  all  the  parties  have 
to  be  in  agreement.  It  only  takes  one  group  to  be  out  of  whack  to  destroy  the  rest  of  the 
effort.   So  have  a  plan  of  action  that  is  well-defined  as  you  go. 

Once  again,  I  thank  you  for  having  me  come  and  address  your  group. 
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LEADERSHIP  AND  RURAL  HEALTH 
Kevin  Fickenscher,  MJ).* 

Over  the  last  several  years  I  have  learned  that  the  better  my  understanding  of  rural 
health  care,  the  less  certain  I  am  about  where  we  should  go  for  the  future.  Although  health 
care  has  changed  radically  in  the  1980s,  the  1990s  will  realize  even  greater  changes.  The 
president  of  the  University  of  North  Dakota  once  told  me  that:  "Education  is  the  transition 
from  cocksure  ignorance  to  knowledgeable  uncertainty."  Today's  health  care  environment 
is  filled  with  considerable  uncertainty. 

One  of  the  most  important  considerations  in  any  discussion  related  to  leadership  and 
rural  health  is  the  need  to  develop  a  vision  of  where  we  as  health  care  providers  and 
consumers  want  to  see  our  system  go.  Unfortunately,  I  believe  that  much  of  health  care 
over  the  last  decade  has  not  had  a  vision. 

Jonathan  Swift  said  it  best  in  1711:  "Vision  is  the  art  of  seeing  things  invisible." 
Vision  is  a  tough  thing  to  grab  a  hold  of.  Charles  Duell,  a  former  director  of  the  U.S. 
Patent  Office  stated  in  1899  that:  "Everything  than  can  be  invented  has  been  invented."  Or 
better  yet,  consider  the  vision  of  Harry  Warner,  the  first  President  of  Warner  Brothers  who 
in  1927  stated:  "Who  the  hell  wants  to  hear  actors  talk?"  Vision-without  it  there  is  no 
future  in  rural  health  care. 

Some  have  suggested  that  we  are  moving  into  a  twilight  period  for  rural  America  due 
to  the  central  domination  of  American  society  by  the  city.  I  don't  believe  it!  Rural  America 
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has  a  strong  future.  It  simply  takes  a  new  vision  which  all  of  us  must  embrace  who  are 
committed  to  rural  America.  With  such  a  commitment  there  is  a  strong  future  for  rural 
America. 

Before  proceeding,  it  is  important  to  have  a  common  definition  of  rural.  Jim  Bob 
Brame,  M.D.  a  rural  health  advocate  and  physician  colleague  from  West  Texas  describes 
ruralness  as  a  "state  of  mind".  Although  there  is  considerable  reality  in  such  truisms,  it  is 
important  to  recognize  that  there  are  differences  in  rural  areas  throughout  the  nation.  What 
constitutes  rural  in  Vermont  differs  considerably  from  the  rural  of  Wyoming. 

Over  the  last  decade,  several  attempts  have  been  made  to  classify  rural  areas.  These 
typological  efforts  evolved  in  rural  health  research  as  a  result  of  the  confusion  on  a  common 
definition  for  "rural"  America.  Because  of  the  tremendous  diversity  in  rural  areas,  it  is 
difficult  to  arrive  at  a  consistent  and  useful  definition  of  rural.  Four  common  definitions 
include: 

1.  adjacent  rural  areas  are  communities  of  less  than  2,500 
population  located  in  counties  of  100,000  population  or 
immediately  adjacent  to  such  counties. 

2.  urbanized  rural  areas  are  communities  that  are  rural  by  standard 
definition  of  the  Bureau  of  the  Census  or  Department  of  Labor 
but  are  clearly  tertiary  in  the  nature  of  services  provided  in  the 
community. 

3.  countryside  rural  areas  are  the  traditional  rural  areas  of  the 
nation  as  defined  by  the  Bureau  of  the  Census  (i.e.  communities 
of  2,500  population  or  less)  or  the  Department  of  Labor  (i.e. 
counties  of  less  than  100,000). 

4.  frontier  areas  are  defined  as  those  counties  of  less  than  6  people 
per  square  mile. 
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The  ability  to  more  clearly  define  rural  areas  seems  to  be  an  important  factor  for 
determining  the  level  of  services  that  are  needed  for  a  given  area.  In  fact,  the  issue  of 
density  and  level  of  services  appears  to  be  one  of  the  major  differences  between  rural  and 
urban  areas.  The  common  thread  of  low  population  density  has  far-reaching  implications 
for  the  availability  of  health  care  resources  and  barriers  to  care.  For  example,  a  frontier 
region  is  usually  incapable  of  supporting  more  than  basic  primary  care  services.  Urbanized 
rural  areas,  on  the  other  hand,  often  support  extensive  secondary  and  even  tertiary  care 
services  for  the  surrounding  rural  populace. 

Over  the  last  several  decades  there  has  been  considerable  debate  among  policy 
makers  on  the  minimum  acceptable  population  base  for  the  diffusion  of  certain  technologies 
such  as  electromagnetic  scanners  and  invasive  cardiovascular  surgery.  Little  attention, 
however,  has  been  given  to  the  equally  important  issue  of  defining  the  minimum  level  of 
services  for  a  given  population.  The  impact  of  diversity  among  rural  areas  on  matters  such 
as  cost  of  services  must  be  considered  in  debates  on  policy  options  in  rural  health. 

Aside  from  definitional  issues,  there  are  many  other  issues  that  affect  the  viability  of 
rural  health  services.  I  would  like  to  highlight  a  couple  of  the  issues  which  are  particularly 
important  in  discussions  on  leadership  needs  in  rural  health.  Dillman  and  Beck  (1986)  have 
described  three  different  eras  of  social  and  economic  change  in  the  United  States.  From  the 
early  1900s  through  the  late  1940s  our  social  structure  was  dominated  by  the  era  of 
Community  Control.  In  this  period  a  community  controlled  its  destiny,  controlled  its 
economy,  and  controlled  its  social  infrastructure. 
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Prior  to  World  War  II  and  proceeding  through  the  1970s  the  nation  moved  through 
a  period  denoted  as  the  Mass  Society.  The  Mass  Society  is  where  the  greater  needs  of  the 
country  exceed  those  of  the  local  community  and  where  control  of  the  various  social  and 
economic  issues  facing  the  nation  is  part  of  the  mass  society  movement. 

Beginning  in  the  early  1980s  and  proceeding  into  the  next  century,  Dillman  and  Beck 
project  what  will  be  an  era  referred  to  as  the  Information  Age.  The  Information  Age  will 
be  dominated  by  the  exchange  of  information  between  many  sources  at  many  different 
levels.  Information  will  become  the  commodity  which  controls  the  directions  of  society.  An 
example  of  the  information  explosion  is  the  fact  that  one  daily  issue  of  the  New  York  Times 
is  equivalent  to  the  entire  lifetime  of  information  an  individual  received  in  the  17th  century. 

Obviously,  we  are  facing  major  changes  in  our  information  capacity.  Optical  fibers 
carry  400,000  voices  on  one  fiber.  At  the  University  of  Minnesota  work  is  ongoing  on  a  new 
concept  called  quantum  circuits.  In  quantum  circuits,  60  million  circuits  which  lie  side  by 
side  and  carry  information  are  the  width  of  a  hair.  Clearly,  the  ability  to  exchange 
information,  to  relay  information,  to  move  information  from  central  sources  to  peripheral 
sources  will  dramatically  alter  the  way  we  interact  and  respond  to  our  society. 

The  doubling  of  knowledge  patterns  at  the  time  of  Christ  was  every  500  years.  At 
the  present  time  its  thought  to  be  24  -  30  months.  By  the  year  2005,  futurists  are  projecting 
that  our  knowledge  doubling  pattern  will  occur  every  11  days.  We  can  anticipate  a  new 
syndrome  of  information  anxiety  as  society  attempts  to  cope.  The  information  explosion  and 
our  ability  to  interact  with  information  will  totally  redefine  our  concept  of  the  "community". 
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A  community  in  this  sense  can  be  any  place  where  there  is  a  sense  of  identity,  cohesiveness 
or  collegia!  support.   Such  is  the  future  for  the  leaders  of  tomorrow! 

There  are  also  considerable  global  economic  forces  which  impact  on  the  viability  of 
rural  America.  For  example,  in  the  field  of  energy  it  is  interesting  to  note  that  the  Secretary 
of  the  Department  of  Energy  for  the  State  of  Alaska  attends  OPEC  meetings  simply  to  keep 
abreast  of  the  debate  and  discussion.  The  Middle  East  situation  will  clearly  impact  the 
economic  future  of  the  United  States-even  when  the  crisis  is  over. 

In  agriculture  we  have  countries  like  Mexico  and  India  which  are  able  to  produce 
sufficient  quantities  of  wheat  to  feed  their  populace.  I  recently  had  the  opportunity  to  visit 
the  Xian  Province  in  the  People's  Republic  of  China.  I  was  informed  by  my  colleagues  that 
the  province  is  now  self-sufficient  in  the  production  of  wheat.  They  no  longer  need  the 
wheat  that  is  produced  by  the  United  States. 

The  global  economy  has  had  a  dramatic  impact  on  our  nation.  If  we  carefully 
examine  the  annual  productivity  growth  of  the  three  major  world  powers-Japan,  Germany, 
and  the  United  States-the  annual  growth  in  productivity  over  the  last  decade  for  those 
counties  is  2.8%,  2.0%,  and  0.6%,  respectively.  Why  is  national  productivity  important  to 
rural  health?  The  primary  reason  is  that  the  growth  in  the  United  States  economy  has 
supported  the  continued  escalation  in  health  care  costs  over  the  last  several  decades. 

A  decline  in  national  productivity  will  yield  an  inability  to  sustain  continued  escalation 
in  health  care  costs.  It  appears  that  the  United  States  is  facing  an  era  of  declining  economic 
growth  in  the  face  of  continuing  escalation  in  heahh  care  costs.  In  1988,  the  cost  of  health 
care  was  estimated  at  $588  billion.    In  1989,  the  cost  was  $618  billions.    For  1990,  it  is 
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estimated  that  health  care  will  represent  in  excess  of  $690  billion.  If  we  look  at  the  growth 
of  U.S.  health  care  spending  as  a  percent  of  gross  national  product;  in  1965  it  represented 
5.9%;  in  1988,  11.4%;  and,  is  projected--at  continuing  rates  of  escalation-to  reach  19%  by 
the  year  2005.  Former  Governor  Lamb  of  Colorado,  a  noted  health  care  futurist  and  critic, 
has  calculated  that  if  health  care  expenditures  continue  to  increase  at  the  current  rates  we 
will  reach  199%  of  GNP  by  the  year  2055. 

Aside  from  the  general  cost  issue,  there  are  other  considerations.  While  we  are 
seeing  a  continuing  escalation  in  the  amount  of  dollars  that  flow  into  heahh  care  we  are  also 
seeing  increasing  number  of  individuals  without  adequate  coverage  through  health  insurance. 
In  1987  there  were  37.1  million  people  who  did  not  have  adequate  health  care  coverage. 

Another  issue  is  the  aging  of  society.  Clearly,  we  have  seen  a  growth  in  the  number 
of  elderly  for  many  of  our  rural  areas.  In  fact,  the  elderly  represent  a  disproportionate 
number  of  the  rural  population.  The  1980  census  reveals  that  in  communities  of  10,000  - 
50,000,  12.9%  of  the  population  was  over  age  65;  for  communities  of  2,500  -  10,000,  14.7%; 
and,  for  communities  of  1,000  -  2,500,  15.4%.  Although  the  1990  census  data  has  not  yet 
been  analyzed,  I  can  share  that  anecdotal  evidence  suggests  dramatic  increases  in  the 
percentage  of  individuals  over  age  65  in  these  types  of  communities. 

Another  factor  affecting  rural  America  is  technology  and  the  diffusion  of  technology 
in  health  care.  For  the  last  decade,  I  have  been  predicting  that  the  computer  will  become 
the  physician's  next  stethoscope.  We  are  on  the  verge  of  realizing  that  prediction.  The 
computer  will  dramatically  alter  the  way  we  deliver  health  care,  who  is  involved  in  health 
care  and  how  health  care  services  are  organized  and  delivered. 
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At  the  same  time,  it  is  important  to  recognize  that  there  are  certain  changes  in 
technology  which  will  alter  the  role  of  health  care  providers.  For  example,  Neuromedical 
Systems,  Inc.  of  Suffem,  New  York  and  Neopath,  Inc.  in  Washington,  D.C.  have  developed 
a  digitalized  mechanism  for  reading  slides  of  pap  smears.  The  slide  processing  time  is 
approximately  20  seconds.  The  cost  of  reading  the  slide  is  $5.00  versus  the  standard  cost  for 
a  manual  reading  by  a  cytotechnologist  with  backup  by  a  pathologist  of  $15.00.  This  type 
of  change  will  clearly  alter  the  way  we  approach  the  reading  of  pap  smears.  The  obvious 
question  is:  If  we  can  do  it  for  colored  slides  of  pathological  tissue,  why  can't  we  have  a 
computer  read  differing  colors  of  gray?  And,  suddenly  you  can  start  to  realize  that  perhaps 
the  computer  could  become  the  next  radiologist. 

Some  have  suggested  that  because  of  the  magnitude  of  changes  occurring  in  health 
care,  the  system  is  undergoing  disaggregation.  I  prefer  to  adhere  to  John  Naisbett's  thought: 
"Trends,  like  horses,  are  easier  to  ride  in  the  direction  that  they  are  going."  The  changes 
occurring  in  the  health  care  system  promote  choice  and  choice  is  the  watchword  of  the 
coming  decade.  We  are  witnessing  a  dramatic  shift  in  care  from  the  inpatient  to  the 
outpatient  setting.  The  traditional  marketplace  of  the  health  care  system  is  no  longer  the 
same  as  even  a  decade  ago.  In  fact,  James  Burke,  a  noted  health  care  futurist,  stated  in  an 
article  last  year  in  The  Healthcare  Forum  Journal:  'There  are  many  institutions  in  history 
that  have  simply  winked  out  of  existence  because  there  was  no  need  for  them.  Where  is  the 
nearest  watermill?"  We  cannot  allow  the  health  care  system  to  become  a  dinosaur.  Too 
many  people  are  depending  on  the  fact  that,  as  leaders  in  rural  health,  we  will  be  able  to 
make  the  requisite  changes  in  our  communities  to  sustain  health  care  for  the  future. 
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So  what  are  some  of  the  changes  which  seem  to  be  important  in  rural  health  care? 
First,  I  believe  that  the  "three  Rs"  of  reorganization,  regionalization,  and  reimbursement  are 
absolutely  crucial  if  we  are  going  to  sustain  the  rural  health  care  system. 

The  second  element  is  linkages.  Without  appropriate  linkages  between  smaller 
hospitals  and  larger  hospitals,  the  ability  to  sustain  health  care  services  in  a  whole  variety 
of  settings  will  be  jeopardized.  We  also  need  greater  collaboration  between  rural  hospitals 
and  referral  centers. 

A  third  issue  relates  to  how  health  care  is  organized.  If  I  were  to  make  my 
projections  for  the  1990s  I  would  suggest  that  one  of  the  major  issues  will  be  discussion  of 
whether  health  care  is  a  commodity  or  a  public  service. 

Fourth,  we  will  also  see  a  significant  degree  of  restructuring  and  retrofitting  of  the 
rural  hospital  in  the  1990s.  Part  of  the  restructuring  and  retrofitting  process  will  include  a 
basic  redefinition  of  the  delivery  methods  in  the  rural  health  care  setting. 

Fifth,  although  some  people  do  not  like  the  projection,  I  have  also  suggested  around 
the  country  that  some  form  of  community-based  planning  in  health  care  will  evolve  during 
the  1990s.  It  is  highly  probable  because  of  the  need  to  sustain  health  care  at  the  local  level 
in  the  face  of  increasing  pressures  to  centralize  the  system  of  health  care  delivery. 

Finally,  I  believe  that  the  supply  of  health  manpower  and  the  way  we  deliver  health 
care  services  will  be  redefined  in  the  1990s.  If  a  nurse  practitioner  can  deliver  90%  of  the 
care  of  a  physician,  doesn't  it  make  some  sense  to  work  collaboratively  with  them?  Perhaps 
we  need  new  models  for  training  not  only  physicians,  but  also  nurses,  medical  technologists, 
therapists  of  all  types  and  the  entire  array  of  health  professionals  deemed  necessary  to 
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delivery  quality  health  care. 

Some  have  alluded  to  the  fact  that  the  rural  health  care  system  is  facing  a  crisis.  I 
like  to  draw  an  analogy  on  the  issue  of  crisis  to  the  Chinese  anagram  for  crisis.  Anagrams 
are  the  written  language  of  the  Chinese  people.  The  anagram  for  crisis  is  made  up  of  two 
separate  anagrams  which  have  been  combined;  one  meaning  "danger"  and  the  other 
"opportunity".  I  clearly  believe  that  within  any  crisis  there  is  opportunity  as  well  as  danger. 
It  is  equally  important  to  remember  that  crisis  often  precedes  consciousness.  Clearly,  the 
last  decade  has  allowed  us  to  gain  a  broader  perspective  on  the  health  care  system.  Change 
is  occurring  and  will  continue  to  occur.  One  of  the  major  challenges  before  us  as  leaders 
in  rural  America  is  to  respond  to  the  pace  of  change  not  only  in  our  local  health  care  system 
but  to  the  many  changes  in  society  as  a  whole. 

Beyond  the  rural  health  issues:  Wfiat  are  the  essential  elements  of  leadership?  I  would 
like  to  change  directions  and  discuss  the  critical  considerations  in  developing  a  successful 
project.  Probably  the  most  crucial  element  of  a  successful  project  is  people.  Without  peop/e 
it  is  simply  not  possible  to  make  a  project  go. 

Once  the  people  are  identified,  money  could  also  be  considered  a  crucial  ingredient. 
Without  a  source  of  funds  to  support  the  initial  ideas  of  a  project  or  program~the  seed 
capital-it  is  difficult  to  sustain  any  type  of  project. 

Materials  are  also  important.  Materials  can  be  the  ingredient  that  makes  or  breaks 
a  project.  Materials  are  those  resources  that  support  the  people  who  are  involved  in  the 
project. 

Information,  is  a  crucial  element  in  any  type  of  project  activity  at  the  local  level.  Too 
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often,  we  tend  to  think  we  have  the  answers.  Lacking  a  broad  perspective,  however,  can 
lead  you  in  the  wrong  directions.  One  of  the  hallmarks  of  successful  leaders  is  their  ability 
to  obtain  information  at  all  levels.   Being  "in  the  know"  is  being  able  to  lead. 

And  finally  time  is  another  crucial  ingredient.  Without  the  proper  investment  of  time 
by  a  leader,  any  project  will  fail.  The  world  is  littered  with  good  intentions.  Being  a 
successful  leader  requires  the  most  important  investment,  a  piece  of  your  energy,  your 
thoughts,  your  hands-on  labor  of  love.  .  .time. 

Too  often,  it  is  easier  to  accept  a  role  of  following  the  leader  which  can  get  us  into 
a  circular  loop  of  one  individual  following  another.  If  you  want  to  be  a  leader  it  is  crucial 
to  get  out  of  circular  loops  and  take  the  lead.  Loops  can  be  our  profession,  our  community, 
our  perspective  of  the  way  things  should  be.  One  of  the  most  important  skills  for  people 
concerned  about  rural  health  who  want  to  make  a  difference  is  to  become  leaders  within 
their  own  communities—not  only  related  to  health  care  but  to  the  whole  spectrum  of  services 
that  exist  in  rural  settings. 

So  what  are  the  qualities  of  a  successful  leader?  I  believe  balanced  decisiveness  is 
important.  A  strategic  focus  rather  than  a  here-and-now  perspective  is  also  crucial.  Without 
a  strategic  focus  the  ability  to  have  that  vision  that  I  described  is  very  difficult.  Tenacity  is 
another  crucial  skill:  Rural  administrators  have  to  be  tenacious  if  they  are  going  to  sustain 
their  local  health  care  system  for  the  long  run.  Integrity  and  morality  are  also  important 
attributes  of  basic  leadership  skills. 

One  of  the  most  important  strategies  for  the  rural  leader  is  to  recruit  to  a  cell: 
C-E-L-L.   Recruiting  to  a  cell  was  the  very  effective  strategy  of  Saul  Alinsky,  an  activist  in 
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the  1960s.  His  basic  premise  was  that  to  bring  people  on  board  to  your  effort,  you  need  to 
attract  them  from  their  interests.  Recruiting  individuals  with  your  perspective  will  be 
unsuccessful-find  out  what  their  perspective  is  and  speak  to  it!  If  they  don't  have  a  "cell" 
of  interest  in  your  position,  chances  are  it  will  be  quite  difficult  to  mobilize  their  energies. 

What  about  personal  power?  Many  books  talk  about  the  pull  of  leadership  and  the 
push  of  management.  Being  a  leader  is  really  having  the  ability  to  go  out  on  a  limb  and  pull 
other  individuals  with  you.  Pulling  skills  are  some  of  the  most  important  in  today's 
environment  where  considerable  energy  is  needed  to  sustain  health  care  services  in  rural 
settings.  If  we  take  sign  language  used  by  the  deaf  as  an  example,  you  can  get  a  picture  of 
the  difference  between  leadership  and  management.  Management  is  a  hand  motion  where 
the  hands  are  held  together  very  tightly  versus  leadership  where  the  hands  are  held  in  an 
open  fashion.  Leadership  requires  openness.  It  requires  that  you  give  meaning  to  projects, 
importance  to  a  particular  program,  and  significance  to  the  project. 

The  pull  of  leadership  requires  you  give  to  the  community  and  exhibit  commitment, 
not  simply  compliance.  As  I  have  indicated  previously,  vision  is  one  of  the  most  crucial 
issues  in  being  an  effective  leader.  If  you  cannot  articulate  the  vision  and  if  you  cannot  show 
the  vision,  your  ability  to  get  individuals  to  move  along  with  you  is  very  difficult. 

So  how  does  one  develop  vision?  The  first  step  is  recognizing  the  sense  of  opportunity 
in  your  community.  Sensing  the  situation  requires  an  intuitive  approach  that  people  are 
ready  for  a  new  direction,  a  new  idea,  a  new  approach.  Throughout  the  whole  visioning 
process  it  is  important  to:  detect  those  unexploited  opportunities,  determine  the  defenses 
to  the  present  situation,  maintain  a  sensitivity  to  the  needs  of  your  constituents;  and. 
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formulate  an  idealized  strategic  direction  for  your  organization. 

The  next  step  in  making  a  vision  a  reality  is  to  describe  the  end  result  of  your  idea 
and  why  people  need  to  move  ahead  with  you.  An  effective  vision  is  an  articulated  vision. 
Taking  such  a  step  is  difficult  because  it  often  means  accepting  the  fact  that  you  will  not 
have  all  the  answers  on  "how"  to  get  someplace. 

One  of  the  most  important  things  abut  visioning  is  to  forget  about  being  "Number 

One".  A  vision  is  a  statement  about  the  contribution  you  want  to  make  to  the  organization 

not  what  the  external  world  is  going  to  bestow  on  you.  Being  Number  One  is  not  necessarily 

being  best.  Also,  a  vision  must  express  not  only  content  but  also  the  spiritual  and  idealistic 

side  of  your  idea,  or  proposal  or  program.  For  example,  without  the  spiritual  and  idealistic 

side,  would  civil  liberties  ever  have  become  a  reality  in  the  1960s?    I  think  often  of  Dr. 

Martin  Luther  King's  speech  "I  Have  a  Dream"  where  he  stated: 

.  .  ./  have  a  dream  that  one  day  this  nation  will  rise  up  and  live  out  the  true 
meaning  of  its  creed:  'We  hold  these  truths  to  be  self-evident,  that  all  men  are 
created  equal. '  I  have  a  dream  that  one  day  on  the  red  hills  of  Georgia,  the  sons 
of  former  slaves  and  the  sons  of  former  slave  owners  will  be  able  to  sit  down 
together  at  the  table  of  brotherhood.  I  have  a  dream  that  my  four  little  children 
will  one  day  live  in  a  nation  where  they  will  not  be  judged  by  the  color  of  their 
skin,  but  by  the  content  of  their  character.   I  have  a  dream.  .  ." 

King's  speech  does  not  talk  about  the  specifics.    It  talks  about  a  vision,  about  a  direction, 

about  a  spiritual  desire  to  change  the  United  States  as  a  country.  That  is  vision! 

Another  part  of  an  effective  vision  is  to  begin  with  your  customers.  One  of  the  most 

crucial  things  that  many  health  systems  neglect  is  the  question:  Who  is  the  customer?  How 

do  we  treat  them?   Do  we  know  why  they  are  important?   After  all,  you  can't  treat  your 

customers  any  better  than  you  treat  each  other. 
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One  of  the  comments  that  I  believe  most  applies  to  questions  of  vision  comes  from 
a  book  on  leadership  by  Warren  Bennis.  He  states  that  if  your  vision  statement  sounds  like 
motherhood  and  apple  pie  and  is  somewhat  embarrassing,  you  are  absolutely  on  the  right 
track! 

If  I  were  to  sum  up  what  visioning  is  all  about,  I'd  share  that  the  basic  premise  of 
visions  is  that  they  come  from  the  heart  not  from  the  head.  And  the  rules  once  again  are: 

1)  Forget  about  being  Number  One. 

2)  Articulate  the  vision. 

3)  Begin  with  your  customers. 

4)  You  can't  treat  your  customers  any  better  than  you  treat  yourself. 

5)  If  your  vision  statement  sounds  like  motherhood  and  apple  pie,  and  is 
somewhat  embarrassing  you  are  on  the  right  track. 

Building  and  sharing  a  vision,  however,  are  not  enough.  The  third  step  is  to  build 
trust  in  the  vision  by  following  through.  How  do  we  do  that?  We  demonstrate  our 
commitment  to  the  vision  by  risk-taking  and  self-sacrifice.  The  commitment  of  example  is 
the  most  powerful  strategy  for  building  trust.  Such  an  approach  is  full  of  possible  failure! 
However,  failure  is  not  all  bad.  Some  of  my  best  learning  experiences  have  been  my 
greatest  failures. 

The  fourth  step  in  achieving  a  vision  is  equally  crucial.  You  need  to  serve  as  a  model 
in  your  daily  life.  The  best  way  to  achieve  vision  is  to  express  it,  to  explain  it,  to  extend  it, 
and  to  expand  upon  it.  What  you  do  is  as  important  as  what  you  say! 

The  W.K.  Kellogg  Foundation  sponsors  a  program  on  leadership,  the  Kellogg 
National  Fellowship  Program.  As  part  of  the  fellowship  program  they  talk  about  the  'Three 

169 


Vs".  The  Three  Vs  are:  Vision,  Voice,  and  Virtue.  Vision  is  daydreaming  with  skills  and 
direction.  Voice  is  not  just  words  but  having  a  sense  of  meaning.  And,  virtue  is  trusting 
yourself,  knowing  your  weaknesses  and  caring  about  people. 

In  essence,  I  believe  that  the  Three  Vs  are  the  most  crucial  aspect  of  leadership. 
They  are  the  important  points  to  remember  for  all  health  providers  and  consumers  if  they 
are  going  to  sustain  health  care  services  for  rural  areas  in  the  future.  In  fact,  that  is  how  we 
move  from  a  crisis--by  embracing  the  crisis  as  an  opportunity. 

Sir  Winston  Churchill  said  it  better  than  most  when  he  stated: 

Americans  can  always  be  relied  upon  to  do  the  right  thing,  after  they  have 
exhausted  all  other  possibilities. 

We  have  nearly  reached  the  stage  of  "exhausting  all  other  possibilities"  in  the  United 

States  regarding  health  care.  Your  leadership  is  crucial  for  sustaining  rural  health  care  now 

and  in  the  future.    Robert  Taylor  in  his  book.  Leadership  Challenges  for  Today's  Manager 

(1989)  stated: 

Organizations  that  are  resistant  to  change  are  the  very  ones  likely  to  get  into  long- 
term  trouble,  because  they  have  successfully  stifled  or  driven  out  the  people  who 
would  have  continuously  and  seriously  questioned  the  organization 's  objectives. 

In  essence,  rural  health  care  must  change  or  die!  Your  leadership  is  crucial  in  that 

regard!  It  is  important  for  the  future.  Managing  change  is  the  ultimate  leadership  challenge 

of  the  1990s.   We  have  a  window  of  opportunity--we  need  to  open  it,  look  through  it,  and 

embrace  it.  As  Margaret  Mead  once  said: 

Never  doubt  that  a  small  group  of  thoughtful,  committed  citizens  can  change  the 
world.   Indeed,  it  is  the  only  thing  that  ever  has. 

Thank  you  for  your  attention  and  best  of  luck  in  making  change  a  reality  in  your  community. 
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SMALL  GROUP  REPORTS 
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SMALL  GROUP  WORKING  SESSIONS 
MONTANA  RURAL  HEALTH  POLICY  CONFERENCE 


Summary  of  Recommended  State  Actions 

Participants  at  the  conference  were  asked  to  discuss  and  list  recommendation  which 
could  influence  the  development  of  Montana  Rural  Health  Policy  and  ultimately  have  an 
impact  on  the  delivery  of  health  care  to  rural  Montanans.  The  following  discussion 
categories  were  identified:  (1)  Institutions,  (2)  Human  Resources,  and  (3)  Economics. 
Using  the  assigned  category,  the  three  discussion  groups  were  asked  to  define  the  policy 
problem,  identify  appropriate  roles  of  governments  (federal,  state,  local)  to  address  the 
problem,  and  recommend  state  actions. 

The  complete  list  of  recommended  state  actions  is  as  follows: 

o  Develop  a  Montana  Office  of  Rural  Health  (Group  1) 

o  Create  and  Fund  a  Montana  Office  of  Rural  Health  (Group  2) 

o  Establish  a  State  Office  of  Rural  Health  (Group  3) 

o  Implement  Low-Cost  Insurance  Coverage  (Group  1) 

o  Establish  Universal  Minimum  Health  Care  (Group  3) 

o  Develop  an  Annual  Health  Care  Plan  (Group  2) 

o  Institute  Tort  Reform  for  Health  Care  Providers  (Group  1) 

o  Increase  Reimbursement  for  Targeted  Services  (Group  3) 

o  Continue  Funding  of  WAMI  and  WICHE  Programs  (Group  2) 

o  Maintain  Communication  Among  Government  Agencies,  Policymakers,  and 

Health  Care  Providers  (Group  1) 

o  Support  Health  Professional  Education  in  the  University  System  at  Adequate 

Levels  (Group  2) 

o  Improve  Public  Health  Services  (Group  3) 

The  top  priority  listed  by  all  three  discussion  groups  was  the  initiation,  funding,  and 
development  of  a  Montana  Office  of  Rural  Health. 
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OUTLINE  OF  SMALL  GROUP  REPORTS 


Institutions  Consensus  Recommendations  (Group  1) 

Mary  Ellen  Wolfe,  Facilitator 


Policy  Problem: 

To  provide  access  to  quality  health  care  services  for  rural  Montana  towns 
through  community-supported  systems. 

A  number  of  related  problems  were  considered  before  the  foregoing  policy  problem 
was  clarified.   Among  these  were  the  following: 

o  access  to  manpower 

o  financial    viability    varies,    e.g.    smaller    community    health    care 

infrastructures  can  and  will  fail  with  little  recourse. 

This  group  also  identified  several  underlying  assumptions  they  felt  were  fundamental, 
but  not  universally  recognized:  (1)  Health  care  institutions  aren't  just  a  product,  but  are 
essential  to  community  economic  viability.  (2)  Community  health  care  efforts  should  succeed 
or  fail  on  their  own  initiative. 

A  number  of  obstacles  that  block  positive  solutions  to  the  policy  problem  were  then 
discussed. 

Perspective.  Common  perspectives  towards  rural  health  care  provision  were 
characterized  as  impediments:  rear  view  mirror  style  vision  as  opposed  to  forward- 
looking;  shared  ignorance;  lack  of  a  shared  vision.  The  group  discussed  the  need  to 
reevaluate  common  perspectives  in  terms  of  how  dollars  are  allocated  and  what 
services  should  and  can  be  provided. 

Financial.  Several  financial  impediments  cloud  the  adequate  provision  of  rural  health 
care.  Among  these  the  group  identified  fixed  federal  reimbursement  but  flexible 
distribution;  uncompensated  care;  medicaid;  critical  mass  is  necessary  for  rural  health 
care  maintenance.  The  group  considered  that  cost  benefit  assessment  is  useful  and 
important,  as  is  federal  aid  which  circulates,  beneficially,  through  the  local  economy. 

Regulatory.    Existing  regulations  can  inhibit  local  initiatives,  maintain  the 
status  quo,  and  inhibit  the  step-down  process  and  use  of  health  care  staff. 

Systemic.   The  governmental  system  has  become  more  of  a  participant  than 
a  referee  in  the  provision  of  rural  health  care  services.  Transportation  systems 
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are  not  adequate  but  there  is  great  untapped  potential  for  transportation 
networks  to  be  developed  and  improved. 

Professional.  Recruitment  and  retention  are  serious  problems.  Urban  health 
centers'  marketing  efforts  can  have  catastrophic  effects  for  rural  health  care 
providers.  Urban  and  rural  health  care  provider's  relationships  are  non- 
reciprocal  and  non-collegial.  Communities  need  to  learn  about  appropriate 
health  care  providers  for  their  area. 

The  Role  of  Govemments: 

Federal: 

1.  Acknowledge  the  unique  needs  of  rural  Montana 

2.  Provide  funding  for  health  professional  training. 

3.  Provide  financial  incentives  for  practice  in  rural  settings. 

4.  Provide  grant  monies  for  rural  demonstration  projects. 

5.  Provide  flexible  regulations  that  are  outcome  oriented. 


State: 


1.  Serve  a  coordinating  function  for  rural  health  policy  development. 

2.  Address  liability  issues  in  provision  of  services,  e.g.  ease  liability  problems  with 
financial  subsidy  for  obstetrical  deliveries  in  rural  areas;  cap  noneconomic 
damages 

3.  Develop  programs  to  provide  access  for  indigent  and  underserved  populations. 

4.  Health  care  education  needs  increased  flexibihty  to  meet  needs  of  Montana 
health  care  providers  and  needs  to  include  mechanisms  for  ongoing,  broad 
based  dialogue. 

5.  Regulatory  flexibility  that  is  outcome  oriented  is  needed. 

6.  Better  communication  between  legislators,  regulatory  agency  personnel  and 
health  care  providers  is  needed. 

Local: 

1.  Communities  need  to  control  their  health  care  programs. 

2.  Communities  and  health  care  providers  need  to  recognize  their  reciprocal 
obligations  to  be  accountable  to  one  another. 

3.  Local  govemments  need  to  be  willing  to  support  local  rural  health  provision. 

Recommended  State  Actions: 

1.         Develop  a  Montana  Office  of  Rural  Health  after  examining  other 
state's  Rural  Health  Care  programs. 
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a.  To  serve  as  a  facilitator  for  technical  support. 

b.  To  serve  as  an  information  clearinghouse. 

c.  To  coordinate  rural  health  care  programs  and  services. 

2.  Implement  low-cost  insurance  coverage,  including  Medicaid. 

3.  Tort  reform  and  other  protection  for  health  care  providers,  including 
subsidized  liability  premiums;  using  a  state  "insurance-umbrella"  to  protect 
providers;  set  limits  on  noneconomic  damages) 

4.  Existing  communication  links  and  networks  among  government  agencies, 
policy  makers  and  care  providers  are  improving  and  should  be  maintained. 

The  foremost  recommendation  identified  by  this  group~the  creation  of  a  Montana 
Office  of  Rural  Health-was  discussed  at  some  length.  The  group  seemed  to  agree,  that 
should  this  office  come  into  being,  they  hoped  it  would  remain  responsive  to  local 
communities'  needs;  would  be  housed  in  the  executive  branch  of  state  government  (not  at 
a  university);  would  be  a  discrete  executive  agency  with  access  to  related  health  agencies; 
and  would  be  led  by  non-political  appointees. 


Human  Resources  Consensus  Recommendations  (Group  2) 

Hank  Hudson  and  George  Minder,  Facilitators 

Policy  Problem: 

All  Montanan's  should  have  afTordable,  accessible  and  quality  primary  health  care 
services. 

The  Role  of  Governments: 

Federal: 

1.  Send  money-no  strings 

2.  Reimbursement  changes 

3.  Basic  research  on  medical  problems 

4.  Funding  of  medical  and  nursing  schools 

5.  Model  standards  and  programs  and  clearing  house 


State: 


1.  Set  standards  to  fit  state 

2.  Provision  of  health  education  funding 

3.  Fund  Office  of  Rural  Health  with  advisory  Board 
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4.  Educational  programs  change  to  fit  the  needs  of  the  time  and  state 

5.  Tort  Reform 

6.  Develop  a  health  care  policy 

7.  Coordination  of  health  care  efforts 

8.  Insure  quality  health  care  to  all  state  citizens 

9.  Health  care  as  a  basic  industry 

10.  Take  advantage  of  all  federal  funds 

11.  Different  reimbursement  rates  for  Montana  hospitals 

12.  Loan  reimbursement  changes 

13.  Different  reimbursement  levels  for  small  rural  hospitals 

Specific  state  actions: 

1.  Funding  of  Office  of  Rural  Health  as  '91  legislation 

2.  Rescind  lay-midwife  bill 

3.  Family  practice  health  care  program-freestanding  family  practice  residency 
program 

4.  Refunding  of  satellite  program 

5.  Pursue  funding  for  nurse  practitioner  school  program 

6.  Standardization  of  quality  curriculum 

7.  Streamlined  licensing  for  practitioners  fi-om  other  states  (nurse  practioners, 
physisians  assistants.  .  .  while  maintaining  and  ensuring  quality) 


Local: 


1.  Specialization 

2.  Community  decides  type  of  health  care  they  want 

3.  Basic  health  care  services 

4.  Local  governments  funding  health  care 

5.  Public  relations-use  community  health  care  services  or  lose  them 

6.  Lack  of  cooperation  between  hospitals 

7.  Participate  in  state-wide  networkings 


Recommended  State  Actions: 

1.  Create  and  fund  a  Montana  Office  of  Rural  Heahh. 

2.  Develop  annual  health  care  plan  for  entire  state. 

3.  Continue  funding  WAML 

4.  Continue  funding  WICHE. 

5.  Support  professional  health  education  within  the  university  system  at 
adequate  levels  of  funding. 
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Other  issues  discussed: 

-  Rescind  lay-midwife  bill. 

-  Pursue  funding  for  nurse  practitioner  school  program. 

-  Standardize  nurse  curriculum  (University). 

-  Family  practice  health  care  program. 

-  Free-standing  family  practice  residency  program. 

-  Refund  satellite  program. 

-  Streamline  licensing  for  practitioners  from  other  states  (nurse  practitioners, 

physician's  assistants). 

-  Pass  legislation  to  reform  the  liability  for  doctors. 

-  Cap  damages. 


Economics  Consensus  Recommendations  (Group  3) 

Judy  Mathre,  Facilitator 


Policy  Problem: 


To  deliver  and  maintain  quality  health  care  in  rural  Montana  with  existing 
and/or  diminishing  resources  on  the  community  level  with  decisions  made  at 
that  level. 


me  Role  of  Governments: 

Federal: 


State: 


1.  Low  population  ~  low  funding 

2.  Rural  Health  Transition  Grants 

3.  Rural  Health  Care  funding 

4.  MAF  designation 

5.  Office  of  Rural  Health  designation 


1.  Medicaid  payments  for  deliveries 

2.  Medicare  hospice  benefit 

3.  MAF 

4.  Prescription  authority  for  Physician  Assistants 

5.  Lay  midwife  (two  year);  certified  midwives 
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6.  Montana  Aging  Policy  Perspectives 

7.  State  Health  Plans 

Local: 

1.  County  health  services-well  child  clinics,  immunization,  Family  planning 

2.  Make  county  health  services  exempt  from  Initiative  105 

3.  Training  of  emergency  medical  volunteers 

4.  Cooperation— sharing  services 

5.  Senior  citizen  programs-meals,  transportation 

6.  Nursing  homes,  leased  facilities 

Recominended  State  Actions: 

1.  Establish  a  State  Office  of  Rural  Health. 

2.  Establish  universal  minimum  health  care   (ie.   environmental  and 
preventive  health  care. 

3.  Increase  funding  reimbursement  for  targeted  services. 

4.  Mandated  public  health  services. 

a.  Uniform  reporting  requirements  for  required  reports. 

b.  Upgrade  offices  (e.g.  computerize). 

c.  Minimum  standards  for  all  public  health  departments. 
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ANATOMY  OF  A  CRISIS: 
A  SEMINAR  ON  RURAL  HEALTH  CARE  POLICY 

RADISSON-NORTHERN  HOTEL 
BILLINGS,  MONTANA 
OCTOBER  17-18,  1990 


PROGRAM: 


Wednesday.  October  17.  1990  ,,  ,< 

8:45  Introductory  Remarks 

Dr.  Frank  Newman,  Director,  Montana  Area  Health  Education  Center, 
Montana  State  University 

Judy  Mathre,  Associate  Director,  Local  Government  Center,  Montana 
State  University 

Julia  Robinson,  Director,  Department  of  Social  and  Rehabilitative 
Services 

9:00-11:00  The  Changing  Roles  of  Government  in  Rural  Health  Care; 

Moderator:       Grace  Edwards,  Yellowstone  County  Commissioner, 
Billings,  MT 

The  Federal  Perspective:         Jeffrey  Human,  Director,  Office  of  Rural 

Health  Policy,  U.S.  Dept.  of  Health  and 
Human  Services,  Washington,  DC 

The  State  Perspective:  Dr.  Tom  Dean,  President,  National 

Rural  Health  Association,  Wessington 
Springs,  SD 

The  Local  Perspective:  Sen.  Cecil  Weeding,  Jordan,  MT 

11:00-11:15  Break 

11:15-12:30  Rural  Health  Care  and  Societal  Costs:  A  Case  Study 

Moderator:       Dr.  Frank  Newman,  Director,  Montana  Area  Health 
Education  Center,  Montana  State  University 

Tony  Wellever,  Rosenberg  Associates,  Seattle,  WA 
William  Downer,  Chcur,  Montana  Hospital  Association 

12:30-1:30  Lunch 

1:30-2:45  The  Economics  of  Rural  Health  Care 

Moderator:       Mary  Ellen  Wolfe,  Local  Government  Center,  Montana 
State  University 

Dr.  Gerald  Doeksen,  Oklalioma  State  University,  Stillwater,  OK 
2:45-3:00  Break 
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3:00-4:00  Strateyes  for  Promoting  Viable  Health  Care  Systems 

Moderator:       Jane  Stevenson,  University  of  Minnesota,  St.  Paul,  MN 
Dr.  Ira  Moscovice,  University  of  Minnesota,  Minneapolis,  MN 

4:00-5:00  Innovative  Initiatives  in  rural  Health:  The  Story  of  Oregon 

Moderator:       Jane  Stevenson,  University  of  Minnesota,  St.  Paul,  MN 
Marsha  Kilgore  Butler,  Rural  Health  Consultant,  Farmington,  NM 

5:00-5:15  Charge  to  Participants  for  Small  Group  work 

5:15-6:30  Reception 

6:30  Dinner 

Thursday.  October  18.  1990 

8:00-10:00*  Cooing  with  Change!  A  Workshop 

Moderator:       Frank  Newman,  MTAHEC,  Montana  State  University 

Milan  Wall  and  Dr.  Vicki  Luther,  The  Heartland  Center  for 
Leadership  Development,  Lincoln,  NE 

10:15-12:30  Small  Groups  Meet 

12:30-1:30  Lunch 

1:30-2:30  The  Leadership  Challenges  for  Local  Leaders  in  Rural  Health 

Moderator:       Jane  Stevenson,  University  of  Minnesota,  St.  Paul,  MN 
Dr.  Kevin  Fickenscher,  Michigan  State  University,  Kalamazoo,  MI 

2:30-3:15  Small  Groups  Reconvene  to  Plan  Reports 

3:15-3:45  Small  Group  Reports  to  Plenary 

3:45  Concluding  Remarks  and  Adjourn 
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PARTICIPANT  AND  SPEAKER  LIST 

The  W.K.  KeUogg  Public  Policy  Program 

A  Seminar  on  Rural  Health  Care  Policy 

October  17-18,  1990 
Radisson  Northern  Hotel  -  Billings,  Montana 


Charles  Aagenes 

Dept.  of  Health  &  Env.  Sciences 

Cogswell  Building 

Helena,  MT  59620 

Jim  Ahrens 

Montana  Hospital  Association 

1720  Ninth  Avenue 

P.O.  Box  5119 

Helena,  MT  59604 

Anne  Anderson 

Sweet  Grass  conmaunity  Hospital 

HC  87  Box  2163 

Big  Timber,  MT  59011 

Newell  B.  Anderson 
Montana  Dept.  of  Commerce 
1424  Ninth  Ave. 
Helena,  MT  59620 

Senator  Esther  G.  Bengtson 
8124  Qark  Road 
Shepherd,  MT  59079 

Senator  Chet  Blaylock' 
502  Third  Avenue 
Laurel,  MT  59044 

Rep.  Jan  Brown* 
906  Madison 
Helena,  MT  59601 


Richard  Brown 

Montana  Hospital  Association 

P.O.  Box  5119 

Helena,  MT  59604 

Charles  Butler,  Jr. 

Blue  Cross/Blue  Shield  of  Montana 

404  Fuller  Ave. 

Helena,  MT  59601 

Marsha  Kilgore  Butler 
1616  N.  Fairview  #15 
Farmington,  NM  87401 

Margo  M.  Caldwell* 
Carroll  College 
Benton  Avenue 
Helena,  MT  59601 

Denzel  Davis* 

Dept.  of  Health  &  Env.  Sciences 

Cogswell  Bldg. 

Helena,  MT  59620 

Dr.  Tom  Dean 

Box  489 

Wessington  Springs,  SD  57382 

Terry  Dermis 
Billings  IHS  Office 
P.O.  Box  2134 
711  Central  Avenue 
Billings,  MT  59103 
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Barbara  Derwinski-Robmson 
Montana  State  University 
EMC  Campus,  Box  574 
Billings,  MT  59101 

Dr.  Gerald  Doeksen 
Department  of  Agricultural  Economics 
Oklahoma  State  University 
Stillwater,  OK  74078 

William  Downer 
Columbus  Hospital 
Great  FaUs,  MT  59403 

Grace  Edwards 

Yellowstone  County  Commissioner 

P.O.  Box  35000 

Billings,  MT  59103 

Kenneth  Engellant 

Chouteau  County  Commissioner 

Box  459 

Fort  Benton,  MT  59442 


Jon  Groth 

Educational  Development  System 

University  of  Minnesota 

405  Coffey  Hall 

1420  Eckles  Ave. 

St.  Paul,  MN   55108 

John  A,  Guy 

St.  Peter's  Community  Hospital 

2475  Broadway 

Helena,  MT  59601 

Senator  Tom  Hager 
150  Norris  Court 
Billings,  MT  59105 

Mike  Halligan 

Box  9121 

Missoula,  MT  59807 

John  R.  Halseth 

Montana  AHEC  1905  Cherry  Drive 

Great  FaUs,  MT  59404 


David  Evenson 
Montana  University  System 
33  South  Last  Chance  Gulch 
Helena,  MT  59620 

Kevin  Fickenscher* 

Michigan  State  University/KCMS 

Suite  230 

Medical  Specialties  Bldg. 

1535  Gull  Road 

Kalamazoo,  MI  49008 

Rudyard  Goode 

School  of  Business  Administration 
University  of  Montana 
Missoula,  MT  59812 


Dr.  Don  Han- 
Montana  Medical  Association 
P.O.  Box  219 
BiUings,  MT  59103-0219 

Kyle  Hopstad 

Frances  Mahon  Deaconess  Hospital 

621  Second  St.  South 

Glasgow,  MT  59230 

Henry  G.  Hudson 
Governor's  Office  on  Aging 
State  Capitol,  Capitol  Station 
Helena,  MT  59620 

Jeffrey  Human 

Health  Resources  &  Services  Admin. 

Room  14-22  Parklawn  Bldg. 

5600  Fishers  Lane 

Rockville,  MD   59857 
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Duane  L.  Jeanotte 
Indian  Health  Service 
711  Central  Avenue 
Billings,  MT  59102 

Robert  R.  Johnson* 
Lewis  and  Clark  City-County 
Health  Department  Director 
P.O.Box  1723 
Helena,  MT  59624 

Leonard  Kaufman* 
The  Doctors'  Company 
P.O.  Box  7068 
Billings,  MT  59103 

Janet  R.  Kelly 

Custer  County  Commissioner 

1010  Main  Street 

Miles  City,  MT  59301 

Rep.  Berv  Kimberley* 
2511  Wyoming  Ave. 
Billings,  MT  59102 

Deimis  Klukan 

Flathead  City-County  Health  Dept. 
723  5th  Avenue.  East 
KalispeU,  MT  59901 

Paulette  Kohman 

MT  Council  for  Maternal/Child  Health 

2030  11th  Avenue  Suite  10 

Helena,  MT  59601 

Karan  Kunz 

Jefferson  Covmty  Health 
P.O.  Box  686 
Boulder,  MT  59632 

Richard  LeBlond 

Livingston  Memorial  Hospital 

Box  1139 

Livingston,  MT  59047 


Laura  Lenau* 
Miles  Community  College 
2715  Dickinson  Street 
Miles  City,  MT  59301 

Vicki  Luther 

Heartland     Center     for     Leadership 

Development 
940  O  Street,  Suite  920 
Lincoln,  NE  68508 

Doris  Maas 

Francis     Mahon     Deaconess     Hospital 

Glasgow,  MT  59230 

Judy  Mathre 

Local  Government  Center 
Montana  State  University 
Bozeman,  MT  59717 

Bea  Ann  Melichar 

Yellowstone  Co.  Council  on  Aging 

Billings,  MT  59103 

George  Minder 
Local  Govenmient  Center 
Montana  State  University 
Bozeman,  MT  59717 

Bob  Moon 

Dept.  of  Health  &  Env.  Sciences 

Helena,  MT  59620 

Ira  Moscovice 

Division  of  Health  Services  Research  & 

Policy 
School  of  Public  Health 
University  of  Minnesota 
420  Delaware  St.  SE 
Box  729  UMHC 
Minneapolis,  MN   55455 
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Frank  Newman 

Area  Health  Education  Center 
Montana  State  University 
Bozeman,  MT  59715 

Richard  Oge 

Montana  Hospital  Research  &  Education 

Foundation 
2102  Clark  Street 
Miles  City,  MT  59301 

Gloria  Paladichuk 

Richland  County  Commissioner 

201  West  Main 

Sidney,  MT  59270 

Ruth  L.  Parson 

A.A.R.P.  Health  Advocacy  Service 
1925  Lake  Ehno  Drive 
Billings,  MT    59105 

Fred  Patten 
1700  Knight 
Helena,  MT  59601 

Sharon  Peterson 

2817  Second  Ave.  North 

Billings,  MT  59101 

Sen.  Richard  J.  Pinsoneault 

P.O.  Box  250 

St.  Ignatius,  MT  59865 

Sidney  C.  Pratt 

Dept.  of  Health  «fe  Env.  Sciences 

Cogswell  Bldg. 

Helena,  MT  59620 

Gary  A.  Refsland 

Montana  Center  of  Gerontology 

Culbertson  Hall 

Montana  State  University 

Bozeman,  MT  59717 


Senator  Pat  Regan 
204  Mountain  View 
Billings,  MT  59103 

Julia  E.  Robinson 

Dept.  of  Social  &  Rehab.  Services 

P.O.  Box  4210 

Helena,  MT  59604 

Donna  J.  Schramm 

St.  Vincent  Hospital  &  HC 

Box  35200 

Billings,  MT  59107-5200 

John  Solheim 
Glendive  Medical  Center 
202  Prospect 
Glendive,  MT  59330 

Jane  Stevenson 

Dept.  of  Agri.  &  Applied  Economics 

University  of  Miimesota 

337  Qassroom  Office  Bldg. 

1994  Buford  Ave. 

St.  Paul,  MN  55108 

Lila  B  Sullivan 
Powder  River  Co. 
P.O.  Box  325 
Broadus,  MT  59317 

Jim  Tavary 

Mountainview  Memorial  Hospital 

P.O.  Box  Q 

White  Sulphur  Springs,  MT  59645 

Milan  WaU 

Heartland      Center     for     Leadership 

Development 
940  O  Street,  Suite  920 
Lincohi,  NE  68508 
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Rep.  Norm  Wallin 
2422  Springcreek  Drive 
Bozeman,  MT  59715 

Ada  Weeding 
P.O.  Box  78 
Jordan,  MT  59337 

Senator  Cecil  Weeding 
P.O.  Box  78 
Jordan,  MT  59337 

Tony  Wellever 
1120  Spring  Street 
Suite  1003 
Seattle,  WA  98104 

Marilyn  Peddicord  Whitley 
Northern  Montana  College 
P.O.  Box  7751 
Havre,  MT  59501 

Senator  Bob  Williams 

Box  390 

Hobson,  MT  59452 

Kristiaime  B.  Wilson 
Deaconess  Medical  Center 
1020  N.  27th  Street,  Suite  205 
BUUngs,  MT  59101 

Mary  EUen  Wolfe 
Local  Government  Center 
Montana  State  University 
Bozeman,  MT  59717 


♦Accepted  invitation  but  did  not  attend. 
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MONTANA  RURAL  HEALTH  POUCY  CONFERENCE 
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MONTANA  PLANNING  COMMITTEE  MEMBERS 
MONTANA  RURAL  HEALTH  POUCY  CONFERENCE 


Jane  Stevenson,  Chair 
Kellogg  Public  Policy  Program  -  University  of  Minnesota 

Charles  Aagenes 
Montana  Department  of  Health  and  Environmental  Sciences 

Jim  Ahrens 
Montana  Hospital  Association 

Newell  Anderson 
Montana  Department  of  Commerce 

Jan  Brown 
Montana  House  of  Representatives 

Don  Harr,  M.D. 

Montana  Medical  Association 

Montana  Council  of  Mental  Health  Centers 

Marilyn  Miller 
Office  of  the  Governor 

Judy  Mathre 
Local  Govenmient  Center  -  Montana  State  University 

Frank  Newman 
Montana  Area  Health  Education  Center 

Dale  Taliaferro 
Montana  Department  of  Health  and  Environmental  Sciences 

Ken  Weaver 
Local  Government  -  Montana  State  University 

Mary  EUen  Wolfe 
Local  Government  Center  -  Montana  State  University 
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QUOTES  FROM  CONFERENCE  SPEAKERS  .  .  . 


"Working  together,  the  federal  government,  states,  local  governments,  community 
leaders,  foundations,  and  other  organizations  are  helping  to  solve  these  problems 
(failing  rural  hospitals  and  shortages  of  health  professionals). "--Jeffrey  Human 


"You  can't  let  democracy  be  a  spectator  sport.     We  need  to  have  broader 
involvement  by  interested  groups  on  these  issues,  because  we  cannot  simply  allow 
our  national  health  policy  to  be  based  on  who  is  the  most  effective  lobbyist.     We 
must  have  programs  which  are  based  on  what  is  best  for  our  people  overall. 
That  means  that  all  of  us  are  going  to  have  to  get  involved." -Julia  Robinson 


"The  viability  of  the  rural  health  care  system  is  an  important  health  policy  issue 
on  the  current  agenda  of  local,  state,  and  federal  governments.  The  creation  of 
the  federal  Office  of  Rural  Health  Policy  as  well  as  state  legislative  commissions 
and  offices  of  rural  health  indicates  the  renewed  interest  of  policymakers  in 
assuring  the  accessibility  and  availability  of  health  care  for  rural  Americans." -Ira 
Moscovice 


